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Financial 
Highlights 

Net hies 
Income from Continuing Operations 
Income (Lass) from D•aconllnued Segments 
Net Income (Loss] 
Earnings per Common Share 

Primary 
Cont;nu;ng 
Discont1nucd 
Net Income (Loss) 

Fully D1luted 
Cont;nuing 
D;scont;nued 
Net Income (loss) 

Cash Dividends per 
Preferred Share 

1978 
$1,063,291,000 
s 30,399,000 

- 31765,000 
$ 34.164,000 

s 2.01 
.28 

s 2.29 

s 1.76 
.21 

s 1.97 

$ 1.20 

1977 
$919.541.000 
$ 26.1fl3.000 

(73 150000) 
$ (46957000) 

s t 70 

~) 
$(382) 

$ 152 
.Jil.Ql 
$ (2.6§) 

$ 120 
s .64 CommonSh~a~re~----"-------------------------------~~~~---­ s .60 

"Restated to exclude amounts applicable to d!sconflnued segments~See Note I of Notes to Consolidated F;nanc;al Statements 

Shareholders Information 
The 1979 Annual Meeting of 
Shareholders will be held at 
10:00 a.m., Tuesday, April 

Stock Transfer Agents 
and Registrars: 

24, at the Colonnade Hotel, Citibank, N A 
120 Huntington Avenue, 111 Wall Street 

~~lllostton)~MIISS;~~-~~~~NewYorkNY10015 -

Rrst'Jersey National Bank 
One Exchange Place 
Jersey City NJ 07303 

GAF offers holders of its 
common and preferred 
stocl< the opportunity to buy 
additional shares through 
an automatic dividend re­
investment service, admin­
istered byCitibank, NA 

Form 1 0-K as filed with the Securities 
and Exchange Commission may be 
obtained. free of charge, by writing to: 

GAFCORPORATION 
140West51 Street --- ·· ---- ---- · --
NewYork NY 10020 

lr.vestor Relations 
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PNaldtnt Philp a. Dafton Md 
Chlllrm•n Dr • .lt1H Wemer 

In 1978, GAF sales from continu­
ing businesses were $1 ,063.3 mil· 
lion, with after tax profits of $30.4 
million, compared with 1977 sales 
from continuing businesses of 
$919.5 million, with profits of $26.2 
million. (These figures exclude 
activities of the business forms 
operation, which is being sold.) 

This 16% increase in· earnings is 
particularly encouraging in that 
1977 earnings were helped by 
non-recurring income totaling $3 
million after taxes. 

atiP.ntion in 1978, was designed to 
eliminate several businesses 
which were either not profitable. 
lacked profit potentia!. or did not 
integrate well with GAF's remain­
ing businesses-but not to 
change the inherent structure of 
the company. 

In 1978, Chemical worldwide 
sales were $248.8 million, with 
direct operating profitsol$50.6 
million. These compare with 
$200.9millioninsalesin 1977 
and direct operating profits of 
$45.5million. The 1977Chemical 
profits included receipt of a non­
recurring payment of $3.7 million 
before taxes, related to a contract 
termination. Without that one-time 
payment, earnings from opera­
tions increased 21 % in 1978. 

Photo & Repro profits improved 
dramatically in 1978-$11.7 mil­
lion on sales of $280.8 million, 
compared with $3.4 million on 
sales of $244.4 million in 1977. 
These direct operating profits are 
the highest achieved for GAF's 
present photographic and repro­
graphic product lines in 10 years. 

In Building Materials, 1978 sales 
stood at $533.7 mill;on, an almost 
13% increase from 1977 sales of 

In 1978, earnings were $4 74.2 million. Profits, however, 
depressed by start-ups and were $39.5 million, a slignt decline 

in St Louis had completed some 
trial runs by yea r-ena and very 
limited shipments were possible. 
The Joliet facility for automotive 
~'Jund-deadening paddingsand 
advanced mastics is also in start­
up and very limited shipments 
have begun. 

The joint-venturechemical plant 
in Marl, West Germany, went 
through a smooth start-up and 
was operational by mid-year. 
Start-up of the plant did depress 
1978 earnings, but sales and 
production during the last quarter 
of 1978 showed substantial 
improvement. 

The new THF solvent manufactur­
ing unit at Lmden, N.J., is operat­
ing very effectively. Production 
was increased during the year to 
meet growing sales success. 
Modifications made at the Texas 
City acetylene derivatives plant 
have enabled GAF to manufac­
ture superior quality butanediol. 
The expanded PBT facility in Cal­
vert City, Ky., isinthefinalstages 
of start-up and is producing and 
shipping quality oroduct in 
increasing quantity. Sales are ri5· 
ing as more customers, par­
ticularly in the auto industry, find 
use for Gafite® PBT in replacing 
metals in many applications. 

related expenses of four major from 1977 operating profits of $41 New Belgian facility 
facilities, each· s1g- million. There were three major Operations at tne new plant in 

. offset---newbuilding materials manufac-~ ---Sint~Niklaas;-Belgium;were in~---·-------------
ting sales. These had a negative ·. turing operations in start-up dur • large measure responsible for a 
impaqton 1978earningsof ing 1978-inMullingar, Ireland, riseofmorethan30o/o inintema-
approXimately$5 million after Joliet, Ill., and St. Louis, Mo.-with tiona! sales of x-ray and graphic 
taxes. This impact is expected to added costs which had not yet arts films, papers and photograph-
be much lower in 1979. been offset by added production ic chemicals, and a rise of more 

and sales. These combined to than 15% in View-Maste~ and 
·.. GAF is still in its three basic busi-
· .. nesses-chemicals, photo & repro 

and building materials. The rede­
ployment and streamlining pro~ 

depress earnings. However. the Pana-Vue® pictorial products sales. 
new sheet vinyl flooring plant in This plant had unused space 
Ireland had begun to produce in for part of the year. That space 
substantial quantities by year-end has now been put to excellent use 
and shipments are increasing. as a European distribution center 
The urethane insulation operation for GAF building materials. 

gra!Jl begun in 1977. which · . 
occupied m.uch of management's 
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The Binghamton, N.Y.. photo· 
graphic plant increased produc­
tion of continuing product lines at 
high quality standards, through 
consolidation, streamlining and 
product changeovers. The com­
pany's graphic arts and x-ray 
products produced there are 
carving significant niches for them 
selvesintheserr .rkets, withsales 
and profits showing rising trends. 

Capital Investment high 
GAPs investment in the future 
continues. Capital investment 
was high in 1977 and 1978-r nore 
than$50millioneachyear-and 
1979 plans call for a similar 
amount to be spent on such pro­
jects as a glass mat manufactur­
ing facility in Chester. S.C., a 
roofing plant in Fontana, Calif., an 
over-all P.xpansion of the com­
pany's mineral granules produc­
tion capacity, a THF manufac­
turing operation at the joint­
venture chem;~al plant in West 
Germany. a formaldehyde plant 
at Texas City, Tnx., and a new 
acetylene derivatives plant in 
Seadrih, Tex. 

As the prices realized were some­
what greater than had been ini­
\~ally estimated. in the third quarter 
of 1978,$1 million after taxes were 
taken from the reserves which 
had been established to cover the 
costs of disposing of discon­
tinued businesses and restored to 
eamings. Following a review of tax 
benefits associated with the dis· 
continued businesses. an addi­
tional benefit of $2 million was 
recorded.lncluding that benefit 
and the operating income of 
Shelby, discontinued businesses 
showed after tax income of $2.5 
million in the fourth quarter, com­
pared with a loss of $13.9 million 
in fourth quarter 1977. For the 
year, after tax income was $3.8 
million, vs. a loss of $73.2 million 
in 1977 (See Note 1 on page 30). 

Good cash flow 
The cash realized through the 
sales was used to reduce debt. In 
fact, in the third quarter of 1978, 
GAF was able to eliminats short­
term domestic debt entirely. 
Furthermore, GAPs cash positinn 
was such that the company was 
able to go into the short -term 
money market as a lender, with 
the cash surplus generating more 
than a half-million dollars in 
interest income. 

Lawsuit against Kodak 
Another significant factor on 
GAPs horizon is the company's 
antitrust suit against Eastman 
Kodak. As we reported to you last 
1ear, we are encouraged by the 
federal district court finding in a 
similar case brought against East­
man by Berkey Photo Inc., in 
which the judge and jury deter­
mined that Eastman had violated 
antitrust laws in several ways. As 
expected, the case is being 
appealed. Pretrial proceedings in 
GAPs case are substantially 
complete and we expect our case 
to be heara shortly after the 
federal appellate court rules on 
that appeal. In the meantime, GAF 
is concentrating its energies oo 
continuing improvement in its 
continuing businesses. 

The year recently ended was a 
good one, with sales and earn­
ings improvements and opera­
tional improvements. But no one 
at GAF ever said a1l the com· 
pany' s problems are behind it. 
There is still much to be done in 
product development, marketing 
and manufacturing improvement 
before the company achieves its 
full potential. We do feel, however. 
that the achievements of 1978 
show that GAF is on the right track. 

At the beginning of 1978, GAF 
was in transition. The company 
had earlier embarked on a major 
asset redeployment program, 
through which several busi · 
nesses would be sold a:·1d others But the purpose of the asset rede- By Order of tt1e Board of Directors. 
would be strengthened. ploymtJnt program was not ~ Y/ 

merely to sell off discontinued ~ 
has beenproceed;-~ businesses and generate cash: It----~ · 

inginanorderlyfashion. The part wastostrengthenthecompany's · 
of the program dealing with sell- remaining operations and ~es~ Werner 

·. ing discontinued businesses is improve over-all performance. Charrman and 
virtually complete. The final This aspect of the program pro- Chief Executive Officer 
phase-selling GAPs business ceededwell in 1978, and by the ~ 
forms opP,ration in Shelby, third quarter of the year had 

. Ohio-is in an advanced stage as been successful enough for the · 
. thisreportgoestopress.lnall, company to increase its quarterly Philip B. Dalton . 
$43 million in cash has been gen· · , dividend on common stock from President and · 
erated by the sales and liquid a- 15¢ to 17¢. As our 1978 earnings Chief Operating Officer 
tions thus far, plu·s approximately demonstrate, this improved per-
$7 million in deferred payments. formance is continuing: February 15, 1979 
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Chemical 

ReiUHaCcenUnulnet 
(00IIatSIOM.ihOOS) ttJI 1977 

Net Sales •241.1 $200 9 
O~rect Operat,ng Prof,t• I 10.1 $ 45 5 

•E•c,~s.C".er~·a Co'PQ'N.'eE•oe"'.~s. 

Worldwide Chemical sales were 
$248.8 million. up 24% from 1977 
levels of $200.9 million. Operating 
pro!its for 1978 were $50.6 million, 
compared with $45.5 million in 
1977, an increase of 1 1 o/o. 

lntheU. S., results were 
encouraging, with sales up sig~ 
nificantly and profits almost the 
same as in 1977. That year's 
results, however, included a one­
time payment to GAF of$3.7 mil­
lion before taxes from a contract 
termination.lnternational chemi­
cal sales and profits were sig­
nificantly ahead of 1977. 

European plant on line 
The company's joint-venture 
acetylene-based chemicals plant 
in West Germany completed its 
start-up phase and is now fully 
operational. Sales of butanediol 
being manufactured there 
are increasing. 

·· Butanediol is a basic building 
block for GAF's entire family of 
acetylene derivatives.!! is sold to 
other companies as well, who use 

When completed, this new opera­
tion and the formaldehyde plant 
at Calvert City, Ky., will supply 
all the company's anticipated 
domestic needs. 

The company announced in early 
1979 that it would build a new 
acetylene derivatives manufac­
turing plant in Seadrift, Tex. To 
supply this facility, a long-term 
contract has been signed with a 
vendor to furnish acetylene at 
favorable prices. ensuring raw 
materials needed for future growth. 

Manufacturing capacity for THF 
(tetrahydrofuran) solvent, made at 
Linden, N.J , increased approx­
imately 75% during 1978. Sales of 
this recentiy added product, a 
butanediol derivative, have been 
very strong. Although GAF has 
been making THF in commercial 
quantities for only two years, start­
up costs have been offset and the 
product was selling at a profit by 
mid-year, well ahead of initially 
estimated schedules. To increase 
manufacturing capacity for THF 
still further, a new THF manufac­
turing operation is being added to 
the joint-venture facility in West 
Germany. THF solvent is used in 
making vinyl products, magnetic 
tape, and is a basic ingredient 
in PVC cement. 

it to make high c,uality polyure- Engineering plastic 
thanes and polyesters. Already a Gafite ® PST (polybutylene 

~~~~~~.~~--~------------_leading producer of butanediol, _____ tE:rephthalate). GAEs first 

Topl R~nl modlfiCIIilona at 
Tax•• City Chemical pl•nt 1111•ble 
GAFto make IUperlorquelltJ 
butllnedtot. · 

Abovea a..boretory ttchnlclan UMS 
sophletlceted spectrometer to 
•nair• purltrof G.AF acetylene 
de~etlvec. · · 

Oppoalte1 On.thiHpot visual 
chtcks are poaoformecl on • regul•r 

· b•sls during the manufacturing 
·proceu. 

GAF is taking several steps to nearing thermoplastic, is also 
reinforce its position. butanediol based. A more flexible 

· grade was introduced and used 
Modifications made during 1978 last year for automobile electrical 
at the Texas City plant have connectors. New, low warp 
enabled GAFto make a superior grades are being offered as well. 
quality of butanediol. Also at The company is relatively new in 
Texas City, construction began on this market. with its Calvert City, Ky., 
a new formaldehyde manufactur- PBT manufacturing operation in 
ing facility. GAF now purchases production for one year, and the 
the formaldehyde needed to · product is still in the early stages 
make butanediol atTexas City. of customer evaluation. Sa!es in 
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1978 were encourag1ng and the 
company foresees a sound future 
tor tl"';s ltne. Mod•f•catrons at the 
Catwrt C1ty plant beg! ;n in 1 978 
wiH. when completed. substan­
tially improve GAF's production 
capacity for th•s plasrc. 

Other butanediol-based GAF 
chemicals continued to sell wet!. 

Sales of BLQ•· (butyrolactone) 
solvent rose substantially in 1978 
Used as an intermediate and as a 
solvent in agriCultural and other 
chemicals, BLO solvent is par· 
ticularly attractive in agricultural 
formulations. as 1! has a U.S.Envi· 
ronmental Protection Agency 
exemption. 

M·Pvrol~ 10lvent salea up 
M-Pyrole ( methylpyrrolidone) sol­
vent is another important GAF 
t;hemical based on butanediol. In 
adJition to uses with v1nyls, acrf­
hcs and urethanes, M-Pyrol sol­
vent is used in petroleum refinmg 
during lube oil extraction. The ris­
ing sales trend experienced in 
1977 continued in 1978. 

The company's PVP(po!yvinyl· 
pyrrolidone) copolymers sold well 
in 1978, match1ng 1977 resutts. 
PVP has many applications in the 
cosmetics and pharmaceuticals 
industries. One of the copoly­
mers, Po:yclar«' adsorbent, is 
used by wine. beer and fruit juice 
manufacturers as a clarifier 
and stabilizer. 

hairspray resins to anti·spotting 
ingredients in dishwasher 

· detergents. Sales were above 
·197Ts record levels, largely due 
to increased hairspray utilization. 
Gantrez resins adapted well in the 
transition from fluorocarbon· 

' . based sprays to manual pumps 
·and other aerosols now used by 
the cosmetics industry. 

',_ In other areas. promising new \. . 

products were added to GAFs 
spec1alty chemicals and surtac­
tants. Gr,F specialty chemicals 
are used as anti0x1d:mts. seques­
trants. iodophors. flame retardants 
and texttle aux1hanes Surtactants 
are used tn detergents. pa1nts and 
other appltcations Sales were 
up Sign1f1cantty 1n these areas. 
although profits were restra1ned 
by raw material price increases . 
These markets are h1ghly com­
petitive aid the company was not 
able to pass alltncreased costs 
along to 1ts customers. 

Styrene-butad1ene latex also finds 
its major uses in very competitive. 
price sensitive markets. With a 
new latex for non-woven prod­
ucts, introduced in late 1978, GAF 
hopes to compete eftect1vely 
against expensive acrylic latices 
in a number of applications. Initial 
market reaction has been good. 
GAFs penetration of the paper 
industry, where latices are used 
as coatings, improved in 1978. 

GAFs agricultural chemicals 
enjoyed solid sales growth in 
1978. Recovering from low sales 
in 1977and 1976, cherr•icals 
which GAF manufactures for 
others under pnvate label 
arrangements sold well in 1978. 
Sales of Cepha• plant growth 
regulator, a product GAF markets 
which is used to ripen crops such 
as tomatoes. remained at 1977 
levels. GAF continues to synthe­
size new products and experi­
ment with various agricultural 
applications. and mana~ement 

Mineral granules riling 
The company has embarked on a 
program to increase mineral 
granule manufacturing capacity 
to keep pace with rising sales 
volume. These granules are used 
by the roofing industry to manu­
facture shingles. GAF has granule 
production facilities in New 
Jersey, Pennsylvania, Missouri 
and Wisconsin. 

a.mtc ... 
Ac.et·(oer1€ Oer;vah"es 
Ag•<u!luraJ Soec a1oes 
lnterrl"iE'OJares 
Iron Powderl. 
Late- Po!J"Tle'S & Cornpou.xJs 
Monomer\ 
Polyn"efS. 
So'vents 
Spec.att, C; TloC ''> 
Surfacta.-~s 
Tel"!ileCt-oem. 's 

~ .......... P6 f. O:mwast.c Mo'd•ng CorT'-POIJfld$ ................ 
GaSI<f!!•f''J Matertl!ls 
lnelus.:r ., .. No• Sf: control Products 
M·nera•. Grar.t.Jtes 
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Repro 
Result• (continuing I 
(Dollars in M;liiun:;) 1978 1977 

Net Sales $280.8 $244 4 

Direct Operating Profit• $ 11.7 S 34 
•E•cluaes Gcrera: Coop<)! ale E•penses 

In 1978, GAPs worldwide Photo & 
Repro operations attained sales 
of $280.8 million. up 15% from 
1977 sales of $244.4 million, and 
recorded the highest direct 
operating profit in 10 years -
$11.7million. These earnings 
were almost 250% higher than 
1977 profits of $3.4 mi Ilion. The 
figures for both years exclude 
GAPs business forms operation, 
which is being sold. 

The Photo & Repro segment was 
the GAF area most heavily 
affected by the asset redeploy­
ment program. Progressing from 
low direct operating profits in 
1976 and slightly better earnings 
in 1977, Photo& Repro made an 
appreciable contribution to the 
company's profits in 1978. 

Strong growth potential 
These earnings result from GAPs 
concentration on product lines 
with strength and solid potential 
growth. The company's Gafmed® 
line of x-ray film, processing 
chemicals, cassettes, intensifying 
screens and other hardware is a 
case in point. The line now in­
cludes state-of-the-art products, 

Topl Film manufacturing process such as SR/1 and SR/2 x-ray 
Is caretullv monitored by complex films. SR/1 film is designed for 
Instrumentation on a second-by· wide latitude medical radiography. 
second, footoby·foot basis to 

The Gafmed® x-ray products line 
increased in sales in 1978 and 
showed significantly higher profits 
than had been reached before. 
During the year, hardware manu­
facturing was moved from 
Brooklyn, N.Y., and consolidated 
in Binghamton, N.Y. 

New x-ray customers 
On the marketing side, new 
accounts were secured, including 
some of the country's larger med­
ical centers and hospitals. Several 
new customers, including major 
hospitals and clinics, have been 
gained internationally as well.ln 
the summer, GAF launched a 
major medical x-ray advertising 
campaign, which has baen effec­
tive in the radiological marketplace. 

Quality improvements and new 
product offerings in GAF's 
Gafmate® and Gaftype'~ graphic 
arts products led to significantly 
higher sales volumes and 
improved profits. These films 
papers and chemicals serve tn~:: 
printing industry: Galtype prod­
ucts are used in phototypesetting; 
Gafmate products are used in 
preparatory stages of various 
printing processes. Both lines are 
gaining increased acceptance by 
newspapers, commercial printers 
and other publishers. Domestic 
demand has been strong, as 
l"lave sales in EtJrope. Gaftype'" S 
phototyp636itil·lg paper was intro­
duced in September and has 
already made a place for itself in 
the market. 

assure quality «nd uniformity of This film has unusual contrast 
the film's sensiilze~ surface. characteristics, which enable it to Diazo equipment, used by 
:::v:;:.:~:~-r~~~~~=~s::;., show greater detail in low density engineers and architects to repro-
batch made receive visual inspec· areas being studied, such as soft duce plans, also did well in 1978, 
tlon In addition to Instrument tissue. SA/2 is a general purpose with sales up substantially in both 

~-<~_ ......... ~. conductedthroughDut_~--x;rayfilm~Because·ofconsider---theU· s-and international mar·----------. manu!acturlng. ·.. .. · . . · · . . ® 
' Opposlte1 Densitometer Is used In able manufactunng and des1gn kets. In particular, the Pnnt Vac 
quality check of x·rav film. refinements; both films are less 190 diazoprlnter, a small unit 
Numerous precise criteria must be expensive to produce than the designed for satellite diazo opera-
met before film 1-. Judged ·. . · . . · · d ff' h 
acceptable~ . · · GAF films they replace. t1ons 1n decentralize o tees, as 
8. 
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proved popular since its introduc­
tion in late 1977.1n addition to its 
compact size, this machine 
removes most of the ammonia 
odor from prints. 

Broad diazo line 
The company makes a full line of 
17 mercury vapor and fluorescent 
diazo machines, from the low­
printing-volume Print Vac18 190 to 
the top-of-the-line 1200DA which 
makes high quantities of prints 
quickly and economically. A new 
machine to meet the needs of the 
oil exploration business, the 
G&flog•• diazoprinter, was intro­
duced in the second half of 1978 
and has sold well. This u'lit repro­
duces oil drilling seismic logs, 
and is small enough to be housed 
in an on-site trailer. 

Worldwide diazo equipment and 
sensitized papers sales increased 
15% over 19771evels, with profits 
risingaswell. Diazo microfilm-a 
product line designed to repro­
duce microfilms economically­
has experienced significant 
gains, with several sales to new 
customers during 1978, as well as 
continuing demand from estab­
lished accounts. A nr;,w product, 
Gafline'•12 diazo microfilm, was 
brought out in 1978 and has sold 
well. This film is designed to dupii­
cate computer output. New 
chemistries have been devel­
oped which show excellent resis­
iance to yellowing. 

Improved eHiciency 

offset rising costs. During 1978, 
the View-Master line doubled its 
annual offering of new reel pack­
ets, including such features as 
Superman .. .The Movie, The Wiz 
and King Tut. Also, added 
emphasis is being placed on mar­
keting in drug chains and catalog 
showrooms. 

In early 1979, GAF is introducing 
a new product, the Double-Vue'" 
automatic movie viewer, a bat­
tery-operated toy that enables 
children to see brief double fea­
tures in a hand-held viewer. A 
series of interchangeable movie 
cassettes wilt be available, creat­
ing an aftermarket. Considerable 
development effort is going into 
this product, and initial trade 
reception has been favorable. 

The company's facility in Sint­
Niklaas, Belgium, which had 
unutilized space when it opened 
in 1977, is now operating with 
increasing efficiency. This is dis­
cussed more fully in the Interna­
tional section of this report. 

Business fornts sale 
Although profitable, GAPs 
business forms line did not inte­
grate well with the company's 
continuing businesses. Further­
more, changes in the natureofthe 
marketplace would have required 
GAF to invest substantially in this 
area to continu~ to compete 
effectively. Therefore GAFchose 
to sell this operation. 

Substantial savings were realized Arrangements are in progress to 
in Photo & Repro manufacturing sell this business, located in 

Industrial Photo Products • 
GraphiC Art!.> !=11ms. Chem1cals, 

Phototypesett1ng Papers 
lndlJstnal X·ray Films & Chem1cals 
Med1cal & Dental X-ray F1lms; 

Process1ng Chem1cals; 
Intensifying Screens & Cassettes 

Spec1al Photo Products 

Pictorial Products 
Pictorial Slides 
Slide Viewers 
Stereo Picture Reels 
Stereo Viewers 
Toy Movie Viewer & Cartridges 

Aeprographlc Products 
Contract Manufactunng 
Diazo Enginee;ing Prinitlrs 

&Materials 
Diazo Microl1lm Equipment 

&Materials 
Overhead Tr;,nsparencies 

during the year through a broad Shelby, Ohio. Accordingly, above . . 
program to improve production sales and earnings figures .· · · 

I de b · f Above: Tests are conducted on · . -------exc u ustness arms revenues-----dlamprtnterat each step In assam.-·-------·-------
. · from 1978 results, and, for com- · blr process. The quality of these 

··-. . Sales of View-Master® stereo parison from prior years as well. machines reinforces the com· 
. . . viewers and reels and Pan a-Vue~ ' :~;ft.~!:~dershtp puttlon In repro· 

slides were up slightly from 1977 Opposite: Transparencies tor 
levels in the United States, but View·Maater" stereo reels are ex· 
rose substa. ntially· in Europe. A amlned on light table for color, clarity, conslstoncy. OAF's com• 

. program of price increases and mltment to qualltr aHocts all prod· 
. improved manufacturing efficien- . uct lines, from seemlnglr simple 
cies has .been initiated in order to !C::.!fc~Y:.'plax organic 
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~~~~·-------------------------------------------------------~ 
Building 
Materials 

Results 
(Dollars in M1ll•ons) 1978 1977 

Net Sales 5533.7 $4742 

Direct Opera11ng Prolil' S 39.5 S 41.0 
• E >C ludes General Corpor aleE> ren~e> 

Building Materials sales. world­
wide, rose to $533.7 million in 
1978, an increase of almost 13% 
from 1977 sales of $4 7 4.2 million. 
Oper3ting profits were $39.5 mil­
lion. compared with $41 .Omit!ion 
in 1977. 

GAF is the largest manufacturer of 
asphalt roofing in the United 
States. The company's roofinrJ 
products business benefits from 
high housing starts-more than 
two million starts were reported in 
1978. But it also benefits from 
remodeling and renovation pro­
jects, which generally rise when 
housing starts decline. GAF esti­
mates that roughly '70% of its roof­
ing goes into renovations with the 
remainder to new construction. 
Industry analysts predict that 
Americans will spend almost $38 
billion on home repairs and 
renovations in 1979. 

Roofing strong 
Led by excellent sales of 
Timberline® shingles, an attrac­
tive premium quality product line, 
roofing sales and profits in 1978 

are showing strong growth. par­
ticularly in warm climates where 
the increased dimensional stabil­
ity of glass-based shingles is par­
ticularly desirable. 

The company announced in late' 
1978 it would build its own plant to 
manufacture fiberglass mat in 
Chester. S.C. Ground was broken 
for this new facility in early 1979 
and construction has be~~un. GAF 
already manufactures glass-mat 
shingles using purchased mat at 
its Mobile, Ala., and Tampa, FIR., 
facilities, and is building a new 
plant in Fontana, Calif., which will 
make glass-based roofing for the 
West Coast market. This will be 
the company's first roofing plant 
west of the Rockies. Further plans 
call for glass-mat roofing to be 
made at other GAF plants as well. 

Built-up roofing rising 
Built-up roofing for the commer­
cial/industrial market also did well 
in 1978. Fromthedoldrumsinthe 
mid-70s, this type of construction 
began gaining in 1977, with the 
trend continuing through 1978. 
GAF's systems approach !a mar­
keting its productline, through 
which the company offers virtually 
everything required for the com­
pleted built-up roof, has benefit­
ted the sales effort. 

rose almost 20% above the GAF is the second-largest manu-
Top: To eam Underwrltersratlug strong performance achieved in facturer of floor tile in the United 
for shingles, wood Is set on fire on 1977. Higher sales volumes and States. and is among the leaders 
sample roof. Results are inspected price increases completely offset in sheet vinyl flooring. Floor tile 
for damage. 
Mlddlez vansuard'vlnylsldlng Is increased manufacturing costs, sales rose almost 10% in 1978 as 

_J~::::!~~~~~or~g~r~al~n,~w~a~rp~, --~---·~w:~h~~i~c~~h~~w~e~re largely attributable to a result of product line expansions 
.,... . costs ofasphalt;-a----------andprice increasescGAF's ----------·--; 

AbOve: 1n wear test, shingles are. petroleum product. Brite-Bond rM floor tile showed par-
::-;.~::~·;:~:1':!: .:::~e ticular sales strength, due to a 
securely to surface.. . GAF is increasing its capacity to large selection of colors, patterns 
Opposltel RoOIIngshlnglesare lab - manufacture glass-mat -based and its "no-wax" urethane-surface 
testedforreslstancatosun,heat,to f" Th h' 1 d 11 1 seehowlhlnglesstanduplntroplcs. · roo 1ng. eses 1ng esan ro wear ayer. 
Lamps wiU heat surface to 200"F. roofing use substantially less 
Thermometer tells tester when asphalt than more traditional 
temperature Is reached. Testing 
continues tor weeks. organic-felt-based products, and 

Worldwide sheet vinyl flooring 
sales were up slightly for the year, 
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with profits off due to the absorp­
tion of the costs ot bringing the 
new plant in Mullingar. Ireland, 
into production. This factory man­
ufactures vinyl flooring in metric 
widths for European consump­
tion. The plant became opera­
tional in the latter part of the year. 

U.S. sheet vinyl up 
In the United States. sheet vinyl 
profits were sh3rply higher than 1n 
1977. A new product line, 
Galstar! 6700 series sheet vinyl 
floonng witr, "super vinyl surface" 
(SVS), was introduced during the 
summer. and was well received. 
SVS'" is a new wear layer which 
gives maximum durability with a 
minimum of maintenance. 

On tne production side, GAF is 
investing approximately $2.5 
million in a new, hi~hlyefficient 
materials handling system for the 
Whitehall, Pa .. sheet vinyl manu­
facturing plant. 

Sirling sales and earnings were 
o:t lor the year as a result of GAPs 
announcement that it would no 
longer offer Stratalite·~ siding, 
which conta1ns mineral fiber. The 
company's mineral fiber/ cement 
products, used primarily as filler 
for cooling towers, are being dis­
continued as well. Sales of 
Vanguard! vinyl siding were 
approximately the same as those 
achieved in 1977. In early 1979 
GAF began manufacturing vinyl 
trim and accessories used with 
this product line. Recent industry 
pricing shifts have made 
Vanguard vinyl siding much more 
competitive with aluminum siding, 

the 1 outlook. 

The building materials industry 
has grown increasingly technol­
ogy oriented, and GAF's Gaftemp® 
polyurethane insulation is a case 
in point. Designed for use on roof 
decks and similar applications, 
one of the products in the line 

·. features a composite unit of 
'polyurethane and perlite chemi-

cally bonded to prevent de!amt­
nation. This comb1nat1on of 
materials g1ves the roo! insulat1on 
the excellent 1nsulahng properties 
of polyurethane and the f1re resis­
tance of perlite. Manufactured in 
3' x 4' sheets. Gaftemppolyure­
thane insulation is easily installed 
as well. Other products in the 
Gaftemp insulation line include 
all-urethane insulation sheets and 
all-perlite sheets. GAF introduced 
a new line of fnsteners in 1978 to 
facilitate installation of these 
sl'leets. 

Insulation plant 
The company's new manufactur­
ing operation for Gaftemp insula­
tion at the St. Louis facility went 
into start-up production in the 
fourth quarter of 1978. 

Sales of automotive products­
sound-deadening paddings and 
advanced mastics-were 
approximately even with 1977 
levels. Older lines are being 
phased out to make way for more 
advanced products from the 
company's new manufacturing 
operations in Joliet, Ill., and start­
up delays at that facility impaired 
sales and seriously affected earn­
ings. Sales rose in the second half 
of the year as GAF products were 
incorporated in 1979 model cars. 

Floor Praclucta 
Ac1t1es:ve bac~ed Foo• T lie 
.Aljnes1ves & Fn:<>rs 
fk:lo••ng Fell 
lnsta,lat•on Toois 
Resil~~nl fioO' T1ie 
Starn Fusong System 
Sn..'t!t V;n-y1 HJO•s 
Underlaymen' 
V1ny1 Cove Ba~e 

lnau .. tlon Product• 
Build1ng lnsulahon 
Fastener System 
Roof InsulatiOn 

Rooflnt Product• 
Asphalt Sh111Qies 
&, ll·up Rool,;1g Malenals 
Coalings & Plast1c Cements 
RoiiRool1ng 

Siding Product• 
Decoratove Shutters 
VmyiSod1ng 
Vonyl Soffil & Fasc1a Systems 

AutDmotlve Prod~~ets 
Automot1ve Sound-deadenong 

& lnsulatoon Products 

--- -----· -----·------Tap: Tensile sbength af.aheet vinyf ________ _ 
flaarlng umple Ia measured to 
ensure that OAF floor wlll1tand up 
to years of hauaehald wear and tear. 
Above: Flaartllela checked 
agaln1t standard sample for eo1Dr1 
pattem unHDtmlty. 
Opposite: Quality of products can­
nDt be maintained by sophll• 
tlcated Instrumentation alone. 
With ald·warld 1klll, engraver 
Inspects rotDgravure printing 
cylinder which will be used In 
·making flooring. 
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International sales of GAF prod· 
ucts to customers worldwide were 
$216.7millionin 1978, an 
increase of 23% from $176.3 mil· 
lion in 1977 (these figures are 
included in the results of the three 
worldwide sales groupings). 
These sales include goods pro· 
duced in the United States and 
exported, as well as products 
manufactured in other countries. 
Some of the sa!es increase 
resulted from translating foreign 
sales into U.S. dollars. 

Foreign exchange results 
GAF was exposed to substantial 
foreign exchange losses arising 
from the weakness of the U.S. 
dollar in 1978, but was able to off· 
set most of these through its pro­
gram of investing in foreign 
currencies. The company's after 
tax foreign exchange loss in 1978 
was approximately $600.000, 
compared with gains of approx· 
imately$100,000in 1977. 

exported THF from the United 
States in 1978. With demand 
increasing steadily in the U.S., 
European production is needed 
to fill local needs. 

The new facility in Sint-Niklaas, 
Belgium, is oowfullyoccup1ed. 
The plant's primary functions are 
manufacturing View-Mastor:lj) 
viewers and reels, Pana-Vue® 
slides and viewers and other 
hardware, converting and pack· 
aging x-ray and graphic arts films, 
formulating photographic chemi­
cals for x-ray and graphic arts 
!Jrocessing, and other manufac­
turing operations. In early 1979, 
Sint-Niklaas also became a 
central distribution and ware­
housing point for GAF building 
materials in Europe. Specifically, 
some of the sheet vinyl flooring 
manufactured at the new plant in 
Mullingar, Ireland, is being dis­
tributed on the Continent through 
Sint·Niklaas. 

New plant-new business 
When GAF entered the start-up 
phase of the Mullingar plant, more 
was involved than getting a fac­
tory up and running. Not only were 
there a significant number of tech-

goals, as wei! as the costs of 
bringing the new factory on 
stream. The plant is now produc­
inq high-quality products, 
h~wever, and customer orders 
are rising. 

Sales Increases 
Significant sales increases were 
achieved in 1978 in several prod­
ucta.eas: 

International sales of 
View-Master~ viewers and reels 
and Pana-Vue® pictorial products 
were up more than 15% for the 
year, with particular strength in 
the United Kingdom. X-ray and 
graphic arts products sales 
increased more than 30% with 
significant sales gains in Belgium 
and West Germany. Sales of 
reprographic equipment and 
supplies rose more than 20%. 

Significant gains were made in 
international sales of diazo equip­
ment in Australia, New Zealand 
and in the United Kingdom. The 
company manufactures diazo 
products in the United States and 
in the Netherlands, Great Britain, 
Australia and Greece. 

While exports of GAF products 
made in the U.S. A. exceeded 
19771evels, the upward trend in 
exports to Europe experienced in 
recent years may begin to dimin­
ish as GAPs new European man­
ufacturing facilities fill an 
increasing part of overseas 
demand. 

nological changes, but the com- Chemical sales internationally 
pany was, in fact, entering a new were up more than 30%. 
business-metric width sheet 
vinyl flooring. This required a Building materials sales were off 

The new acetylene-based chemi- number of things to be done on approximately 10% for the year, 
cats facility in Marl, West Germany, the marketing side, such as creal- largely as a result of the Mullingar 
a joint venture with Chemische ing new sample books and in- start-up. In the closing months of 
Werke HOts, went through an store display racks, new bra- 1978, however, building materials 
orderly start-up and is pro- chures and other promotional sales were almost 30% higher 

-:---do;cincrbultan~edkllofexc:ellemt--~rnatE!rialsln-sevleraltangaages;------tharf1977monthlylevels: 
quality. The plant is now opera- and hiring and training sales per-
tiona!, and sales ofits products sonnel. Also, considerable design 

\. are rising. In early 1979, the joint- effort went into creating products 
·venture company announced that ._ for the new market, where style 
it waul :I add to the Marl plant, and color preferences are dif-
building a THF (tetrahydrofuran) ferent from those in the United 
production facility there. GAF · Stales. Significant expenses were 

incurred in accomplishing these 
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Re .. arc:h and Development 
The company's research and 
development efforts in 19 78 v.rere 
divided between developing new 
products and improving manu­
facturing processes. A number of 
noteworthy successes were 
achieved in both areas. 

c In flooring, GAF introduced a high 
performance, vinyl wear layer with 
significar.!ly increased durability 
and stain resistance. This has 
been incorporated in the com­
pany's new Gafstar11' 6700 series 
sheet vinyl. 

Also in the flooring area, GAF 
introduced a vinyl floor tile con­
taining no mineral fiber. This prod­
uct. which is competitive with 
conventional tile, helps the com· 
pany compete in arP.as where 
mineral fiber usage is restricied. 

o The company's roofing lines were 
expanded v. ·th glass-based cap 
sheet and plying membranes for 
hot-mopped built-up roofing sys­
tems. Work continued on 
polyurethane roof insulation, 
some of which is now being 
marketed. 

A process to manufacture a !Jre­
mium asphalt roofing shingie: with 
unique styling was developed rn 
1978 as weli. 

o Supportrng Chemteal oper at10ns. 
a new. computer-based produc­
tion control system was devrsed 
and IS in use at. the Texas City 
plant. assunng higher yrelds of 
superior quali~ butanedioi. The 
research and development 
department also helped expand 
THF manufacturing capacity at 
the Linden, N.J . plant Process 
improvements were also made in 
surfactant manufacturing. 

o Low warp and fire retardant 
grades of Gafite~ PBT were 
created and Introduced in 1978 
and early 1 979. Certain Gafite 
PBT resins were demonstrated to 
comply with FDA requirements 
for food packaging. 

o New specialty chemicals were 
developed, with ,.x>ssrble appli­
cations in agricultural chemrcals. 
heavy-duty liquid detergents, 
detergent bars and lubricants. 

o A new family of latices for use as 
non-woven binders and pressure­
sensitive adhes!vt~~ 's being 
introducer!. 

o A new :-:-ray film for wide latitude 
rnedrcal radiography, Gafmed! 
SR/1 was introduced and has 
gained market acceptance. The 
film has superior radiographic 
qualities, yet is less expensive to 
manufacture than the product it 
replaces. New films for the dental 
and podiatric x ·ray markets were 
also introduced in 1978. Improve-

ments were made rn GAFs 
Gatmect• x·ray processmg 
chemrcats.as well. 

o In the reprographics area. GAF 
has developed new polymer and 
d1azo chemistries, which form the 
basis of a ne••; hne of polyester 
intermediates with exceptional 
resistance to yellowing. Also. a 
new. imaging dielectric frlm is 
under development. 

o Gafhne ••12 drazo microfrlm, a 
new product designed specifi­
cally for duplicating cornputer 
output microfilm, was introduced 
i~ 1978. The film offers intense 
black rmage color. high density 
and contrA~!. high speed and 
wrde development temperature 
latitude. 

---------·-------------·-··--·-·------·------·------.. ---·--·- ··- ...................... ···-· .............................. . 
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increased gradually dunng !tltJ 
year wh1le SJfver priCes cl1mbed 
sharply lf'llate 1978 and early 
1979. tiAF isendeavonngtocon­
trol the5e expenses by mon1!0nng 
requirements and by careful 
planning of purchases 

IIMcellnghrvlcea 
Consumer advert1sing tn 1976 
involved a coordinated print and 
televisoo campaign. while indus­
trial products advertising was 
concentrated ,n business and 
trade publications. 

GAF's advertising and collateral 
materials won several de~ign and 
readership awards dunng the 
year. WNCN"s Keynote Magaztne 
was cited by the American Insti­
tute of Graphic Arts. The New York 
Art Directors' Club and Art Otrec­
tion Magazine. Four readership 
awards were earned by print 
adverttsements for GAF's chemi­
cals and reprograph1c eqwp­
ment. In addition, the GAF logo 
was featured 1n the book, "Inter­
national Trademark Design," and 
the company's tank truck fleet 
identtty program was honored by 
the Private Carrier Conference 
of the American Trucking 
Association. 

In December, GAF announced 
that it had selected a new adver­
!ising agency, Scali, McCabe 
and Slaves. for the company·s 
consumer advertising. 

WNCI~ 
GAFs FM cia~·~<CJ! nii~'>'C tjrodll 
cast1ng station WNCN conlinwc1 
to draw I avor abi ;~ attent,on !o tt·;e 
com pan/ \\'llh <'!!~des '"1 mapr 
publicatiOns and reco~~n:lton by 
the Arts and Bustness CounC!! 
whtch granted WNCN tls 
"Encore· a..vard 

Adverttstng revenues ncreased 
on a substant1al upward trend A 
maJOr adver\ISt'lQ rate tncrease 
was tnst1tutet1 cJunng the year 
wtthout any negat;ve effect on 
advertistng vo!ume As the slat;on 
wtns greater recogntt1on as a 
means of access to the New York 
metropolitan a:·ea's upper tncome 
populatiOn. further revenue gatns 
are antictpated 

Several advemsers. 1ncludtng 
relatlers, international a1rl1nes. 
automobile cornpan1es and cos­
metics manufacturers are addtng 
WNCN to the med1a they use as a 
wa'/ of targeting their messages 
to an audience w1th a htgh level of 
influence and disposable income. 
These companies had typtcally 
been advertis1ng 1n more general 
medta, and now perceive a way 
through WNCN to reach a select 
audtence 1n the nation·s largest 
market. 

Personnel 
At year-end 1978, GAF employed 
16,179 people, of whom 12.982 
work in the United States. More 
than 7.000 of these employees 
are represented by 66 union 
locals, with which stable relations 
were maintained, with no ttme lost 

q~:;:-~;JO''atecJ d~: tJu\ s;~. tor rnui1r­
)iC',H per•orjs Tern1s !PJcned 
CC" r·•!Vl'Pc:l !a-.:o· Jl)!"y" "1. ,f•, < C;t! It•· 
rnents teact~eri t.Jifllher corn 
pantcs Four NLRB e~cct:~)ns Nere 
llelc!. ill ·!!1 a urucn t}H1;ng ~~P ·e­
sentattOflin one case. uniQil 
representatiOn vnted do'h'fl t' 1 !he 
cthert1ree 

T olal emp1ovr:-1e.11 of mtr)()• tty 
group rw~r··,ners at GAF 
<ncreas<::d Sllghtlydunnq 1978 to 
16°~. uf the cornpanys workforce 
VVomen 111 sales and orofess~ona' 
posthons ro~e more tt1an 6°o In 
addt!1on. more than tlQO V1e!nam 
•ete,ans were h1rec1 

The GAF Sal a ned Employees· 
Retrrement Plan was improve<i1n 
1978. 1ncludtng mak1ng tl non­
contnbutory. Approxlmi:liety 
3.000 employees received refund 
chf>cks representing pnor con­
tnbuttons. total1ng more !t1an $6 
rnlihon. Also. in an effort to reduce 
htnng costs and enhance recruit­
nlg efforts. a program was begun 
to reward employees who refer 
successful cand1dates for 
salaned jobs at GAF. 

duetoGAF labor disputes. 
~-----~---·~--~-------··--·--------Iwenty-1ourJabor.contracts were------·-··- - ------ -·-···-·· ---. ---·------· ·---------·--
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DurJOQ 1978. managcrnent devel· 
oprr\90t and tra!f!:n;; ses.;oos 
were attended by rO()re than 
1.200 employees. an increase of 
alm>st 15% over 1977 

In 1978. 3.096employees. repre· 
sentJng 41.P25 years of collective 
service, recewed awards for from 
5 to 45 years With the company. 

Signif.c3nt Improvements 10 net 
sales per emp;oyee r ahos 
resulted from the company ·s 
asset redeployf"'lt:mt program. tn 
1976, the last full year pnor to the 
initiation of the rtrcgram. net sales 
per employee stood at $51,734. tn 
1978 there were $65.720 tn sales 
lor each GAF employee. 

Oovemmentlalea 
Direct sales ol GAF products to 
the U.S Government are nego­
tiated by tne company's 
Washtngton, D.C. government 
relatoos oHtce. All the company's 
produci hnes. whether pho­
tographiC, chemiCal or budding 
materials. are handled by this 
offtce 

GAF curren!\y has ::or;!r acts 
purchase o•ders ·n•lh !he General 
Servtces Admintstra!fC")I'). 
the Veterans AdrntntstratiO!l. !he 
Department of Defense and thf: 
Oepartmen! of Housing and 
Urban Development Tile 
company also has research and 
development agreemen~s wtth 
vaoous government aqencies. 
tncludtng the Department ol 
Energy and the Oep,u1ment 
of Defense 

Board of Directors 
Mr William Swnrd restgned from 
the Board ot Dtrectors 1n March of 
1978 Wtth h:j restgnahon. the 
Board was reduced from 11 to 10 
members. of whom S1x are outstde 
d1reciors ;Jnd four are e.-:ecu!tves 
employej by SAF 

Dr Howard S. Turner, a member 
of the Board of Dtrectors for 10 
year~ •. has tnforrned us that hr.! will 
not f,tand for reelecllon thts ;pr:l. 
Or. rurnerrecently re!tred dS chief 
el!ecuhve officer o' Turrv.;'r Con-
s~ ruction Company, and is reduC· 
r.1g other business commttments 
as well to have more ttme to 
devote to personal interests. His 
unselftsh service to GAF over the 
past decade dnd his know· 
ledgeable counsel are appre· 
ciated gr0atly and wtll be rntssed. 

Mr. T Aoland Berner. Chai man of 
the Board of Curtiss-Wright 
Corporatton. has been nominated 
to replace Dr. Turner Mr. Berner 

served on the 
Directors !rom 1965 tnrough • 
1975. when he res!Qned to avotd 
a poss1ble confifct of tmerest 
That conflict hav111g been 
resolved. the Board welcom:~s 
Mr Berner's return 

AudftCommltt .. 
The Board of O~recto: s A:.Jdit 
Comrntttee. consrs:tng of outsrJt~ 
dtrectors. meets ~paratelywtth 
the tndependP,< '' certified public 
accountants <md company man­
agement a! least twtce a year to 
dtscuss ttte scope and results c-f 
the annual examtnallon, tnternal 
account1ng controls and stgntf· 
1cant account1ng matters 

-~~-~·~~-~---~---------~-----------~~-------------------------------------- ----- ------ ------ -- ------ -------.- ----
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CORPORATION GAF CORPORAT.ON 
Board of Directors Officers 

Jesse Werner* Jesse Werner Randolph C. Bramwell 
Chairman Chairman and Vice President 

Peter Bosshard** Chief Exect !live Officer 
John A. Brenrian 

Executive Vice President Philip B. Dalton Vice President 
Credit Suisse President and 

John J. Butler 
Carter L. Burgess** Chief Operating Officer 

Vice President 
Chairman Juliette M. Moran 

Mason B. Cooke Foreign Policy Association Executive Vice President Vice President 
Philip B. Dalton JayR.Oison 

Thomas A. Dent President Executive Vice President Vice President GAFCorporation 
James T. Sherwin 

Sam Harris*** Executive Vice President Leo J. Faneuf 
Vice President Partner Richard F. Smith Fried. Frank, Harris, Executive Vice President Jerome K. Full 

Shriver & Jacobson Vice President 

Juliette M. Moran James M. Cloney Simon W. Kantor 
Executive Vice President Senior Vice President Vice President 
GAF Corporation A. Power Fraser, Jr. 

Frederick W. McNabb, Jr. 
WilliamS. Ogden* Senior Vice President Vice President 
Executive Vice President JackF.Gow General Counsel and Secretary 
Chase Manhattan Bank, N.A. Senior Vice President 

Wayne H. Page 
James J. O'Leary*** Joseph G. Hall Vice President 
Vice Chairman of the Board Senior Vice President 

Alfred P. Rimlinger United States Trust Company Jack Scheckowitz Vice President of New York Senior Vice President 
James T. Sherwin Raymond W. Smith 

Executive Vice President Louis(,. Zachary Vice President 

GAF Corporation Senior Vice President 
A. Eugene Stillman 

Howards. Turner* Vice President and 

Chairman of the Board Controller 

Turner Construction Company Philip S. Gillcrist 
Treasurer 

·Member, Executive Committee 
**Member, Audit Committee 

1-----~,---,--------.-·-----------------.----·-----------·-····----·--------·-·-------· ··-------·-·--·---~ 
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Review of Consolidated Financial Information 
Schedule of Business Segments and Summary of Operations• 

·~--------------Dollars in Millions _ _;;;_=~---'-==------------------------------------------------------Year Ended December 31 1978 1977 _1.:_97_:_6 __ _;_1.:_97_:5 __ _;_:19--7 ~-----19?~ 
Sales 

Chemir:al $ 281.0 $226.4 $213.0 $198.1 $187.1 $150.8 
___ L...;e;.;.s_s t_nt-=-e..:::rg:...ro_u!.,p_Sa...;le-=-s·_ • _________ 3.:...2;;.;.2;;;;___. __ 25_.5;:___._2;;;;2;_.1 __ __::2;.:;,0;.:..9 __ --=20.0 13.2 

NetChemical 248.8 200.9 190.9 177.2 167.1 137.6 
Photo&Repro 280.8 244.4 218.2 202.1 196.5 164.7 

----=B-=-ui-=-ld_in.2.g_M-=-a-=-te_ria;_ls;...._ _____________ S=-3=-3:.:..7.:__ __ 4_74...;2::.__-..::42::..:1...:..7 ___ ...;3:.:.7.::.2:.:::.3 __ ...;3::60==.6--303.4 
Consolid~ted Sales 1,mi3.3 919 5 830.8 751.6 i'24.2 605.7 

CostofProductsScld 765.9 6653 592.2 517.9 498.7 410.0 
Direct Operating Expenses 195.6 164 3 152.0 _ ___:_1=..36;;;..7:.,___ 13i .4 113.9 
Direct Operating Pr.-JW •• 

Chemical 
Photo& Repro 
Bui'ding Materiels 

Total 

Corporate Expenses 

50.6 
11.7 
39.5 

101.8 

Interest 18.7 
Other••• 27.4 

Income from Continuing Operations 
Before Income Taxes 55.7 

Income Taxes 25.3 
Income tromConti.1uingOperation;; 30.4 
Income (Loss) from Discontinued Segments 

45.5 
3.4 

41.0 

899 

20.4 
213 

48.2 
22.0 
26.2 

41.0 
1.4 

44.2 

86.6 

17.1 
21.3 

48.2 
20.0 
28.2 

42.3 
6.7 

48.0 

97.0 

17.6 
17.2 

62.2 
23.9 
38.3 

45.6 
5.9 

42.6 

94.1 

17.8 
21.8 

54.5 

23.8 
30.7 

NetoflncomeTaxes 3.8 (73.2) (8.5) (7.4) (2.2) 

.___:_N~e:.;.;tl~nc;;.;;o;.;.;m..:.e ~(L:;;;:os;;;.(s) ______ ___;$:;,._...:3:..;4;.::.2;,.__$:::...(::-4.;..;7.0~)-__;;$...:1..:.9.:.;..7_--=$ 30.9 $ 28.5 

Identifiable Assets 
Chemical 
Photo & Repro 
Building Materials 
Corporate 

$ 163.4 
241.6 
296.3 

61.6 
22.4 

$143.2 
243.6 
242.6 

61.3 
71.7 

$192.5 
326.9 
205.6 

52.4 

$181.1 $175.2 
2977 319.7 
187.8 181.4 
66.2 45.9 

32.0 
11.6 
38.2 

81.8 

13.1 
8.7 

60.0 
26.8 
33.2 

(1.4) 

$ 31.8 

$179.4 
262.7 
157.5 
40.4 

Assets of Discontinued Segments ------------------
Total Assets 

Additions t0 Property, Plant 
and Equipment 
Chemical 
Photo & Repro 
BuildinQ Materials 
Corporate 

Total 

Dep;eciation 

$ 785.3 

$ 8.5 
9.0 

32.4 
1.2 

$ 51.1 

$762.4 

$ 12.9 
11.0 
27.8 

.6 

$ 52.3 

$777.4 

$ 12.7 
16.8 
17.7 

1.4 

$ 48.6 

$732.8 

$ 11.1 
15.0 
11.8 

.1 

$ 38.0 

$722.2 

$ 9.0 
10.7 
16.1 
3.5 

$ 39.3 

$640.0 

$ 3.8 
8.0 

12.1 
2.0 

$ 25.9 

Chemical $ 8.4 $ 8.0 $ 7.8 $ 5.7 $ 5.4 $ 5.4 
Photo&Repro 7.6 7.9 6.4 6.6 6.7 7.0 

-:--~l::lUII(JIIlOMat~~i_tl!~:-:-:-.:-:---------.. --~. ----9.~---------8.4_-:-:-·~-------8.5-------- -8.5 ----- --8.1----------7.4 --~--
·. 1.4 1.3 1.3 1.1 1.1 .8 

$ 27.0 $ 25.6 $ 24.0 $ 21.9 $ 21.3 $ 20.6 
'• Statementoi Income information is presented so as to segregate continuing from discontinued operations 
·for all periods. Balance sheEt amounts pertaining to years before 1977 have not been restated to separately identify 
amounts applicable to discontinued segments. See Note 1 of Notes to Consolidated Financial Statements. 

··.. ..Intergroup sales are recorded at the same prices charged to unaffiliated customers. Intergroup sales for the Photo & 
··. Repro and Building Materials groups were negligible. . 
"'." Foreign exchange, previously included in direct operating profits, has been reclassified to Corporate Expenses­

. Other, for all periods. 
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Management's Discussion and Analysis of 
Summary of Operations 
The Summary of Operations is presented so as to segregate 
con!inuing from discontinued operations for all periods. The 
results of the discontinued businesses are shown separately 
(See Note 1 on page 30). 

1978 Compared with 1977-Contlnulng Businesses 
Consolidated sales increased $143.8 million ( 16%) on gains in 
each of the worklwide product sales groups. Cnemical sales 
increased $47.9 million (24%) primarily on increased volume 
in acetylene. ~:>pecialty and c>~ricuttural chemicals. The 
increase in Photo & Repro sales was $36.4 mi Ilion (15%) as a 
result of volume increases in the indu3trial photo and the 
reprographic product tines and,to a lesser extent. because of 
price increases and translation of foreign sales into United 
States dollars. For Building Materials, improved sales of the 
roofing product line. due mostly to price but also to volume 
increases, more than offset a decline in mineral fiber products 
to provide a $59.5 million ( 13%) gain. Mineral fiber activities 
are being terminated. 

Direct operating profit improved $1 I .9 million ( 13%) with gains 
in Chemical and Photo & Repro sliglilly offset by Building 
Materials. Chemical profits were $5.1 million ( 11%) ahead of 
1977; the 1977 profit inc!uded a gain of $3. 7 million on a con­
tract termination. Higher profits were reported in most chemi­
cal product lines but especially in !he agricultural, specialty 
and acetylene areas. The improvement reflects increased unit 
volume which W<Js partially offset by cost increases which, 
because of competitive pressures. were not fully passed 
through to selling prices. The direct operating profit of Photo & 
Repro increased $8.3 million (244%) on increased voiun 1e 
and improved manufac:turing efficiencies. Building Materials 
results were down $1.5 million ( 4 %) due to start -up expenses 
cf new OJ:!erations: a sheet vinyl plant in Ireland, an automotive 
padding and advanced mastic facility and a polyurethane 
insulation plant. Phase-<:lut expenses incurred in terminating 
mineral fiber activities also curtailed Building Materials profits. 

Interest expense decreased $1.7 million ( 6%) primarily as a 
result of reduced short-term debt. 

Other general corporate expenses increased $6.1 million 
(29%). The increase reflects inflationary pressures, the non­
recurrence of $2.2 million of 1977 income from settlement of a 
lawsuit concerning a chlorine caustic plant formerly owned by 
the cnmpany, the absence of any executive incentive com­
pensation in 1977 and pre-tax gains during 1977 on the sale 
o! several properties and an investment-offset by increased 
pre-tax foreign exchange gains (See Note 3 on Page 32). 

Increased income taxes are proportionate to the change in 
pre-tax earnings. 

1977 Compared with 1976-Continulng Businesses 

in Photo & Reproof$26.2 million (12%)were reprographic 
and industrial photo products. Increased sales in roofing 
produc!s was the primary cause for the $52.5 mil!ion (12%) 
gain in Building Materials. 

Direct operating profit improved $3.2 million ( 4 %) with gains in 
Chemical and Photo & Repro, but with lower earnings in Build· 
ing Materials. Chem1cal profits (Including a $3.7 million con­
tract termir.ation payment) were $4.5 miilion ( 1 I%) ahead of 
1976. Higher earnings in most of GAF's chemical products 
were moderated by the decline in the agricultural chemrcal 
area. and by higher manufacturing costs which were partly 
caused by weather-related production problems in the first 
quarter. The direct operating profitol Photo & Repro increased 
$2.0 million ( 143%) largely due to higher volume of repro­
graphic products 0ffset by decreases in View-Master• prod­
ucts. Building Mateiials profits were off $3.2 mittron (7%) as a 
result of the severe winter and higher manufa~turing and raw 
material costs for roofing and flooring products. Also, start-up 
expenses at the Irish sheet vinyl plant hampered profits. 

Interest increasecl $3.3 million ( 19%) due to a higher level of 
debt and higher interest rates. 

Other genera! corporate expenses were constant. Increased 
legal fees related to the Eastman Kodak lawsuit and normal 
cost increases were offset by a favorable settlement of a law­
suit ($2.2 million) and by a favorableswinq 1n pre-tax foreign 
exchange results. 

The annual effective income tax rate of 45.8% was higher than 
the 1976 rate principally due to an increase in the foreign tax 
comportent. 

Prior Years 
In 1975, $4.0 million non-taxable gain was realized on the sale 
of technolog 1 to the chemical joint venture in Germany. 

In 1974, a pre-tax profit of$5.5 milliotlwas realized on the 
repurchase of 5% convertible subordinated notes. Sale of 
three properties resulted in pre-tax gains amounting to $1.4 
million. A $5.0 million provision for relocat;on costs was 
recorded in connection with the transfer of certain administra­
tive activities to Wayne, N.J. All of these were classified as 
other general corporate expenses. 

In 1973, a $6.4 million pre-tax profit was realized on repur­
chas•· of 5% convertible subordinated notes which partly off­
set other general corporate expenses. 

--,---GolnSOlldclled sales increased $88;7 million (ll%) with higher--- -----c----------:-------, __ .. ___ -·- ·- - ... -------

sales in ali worldwide product sales groups, caused mostly by 
volll(Oe and, to a lesser extent, higher selling prices. Chemical 

,_ salesgrowthof $10.0 million (5%) reflected improvement in 
: · most major product lines, offset by a sharp decline in the sales 

·,of agricultural chemicals. The major contributors to the growth 

-
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Data per Common Share _ ......... ___________ , _____ ....._ ___ 

Do!iars 

Year Ended December 31 1978 1977 1976 1975 1974 1973 
Primary Earnings: 

Continuing $ 2.01 $ 1.70 $ 1.85 $ 2.62 $ 1.99 $ 2.16 
Discontinued .28 (5.52) ( .64) ( .56) ( '15) ( .10) 

Net Income (Loss) $ 2.29 $(3.82) $ 1.21 $ 2.06 $ 1.84 $ 2.06 

Fully Diluted Earnings: 
Continuing $ 1.76 $ 1.52 $ 1.63 $ 2.21 $ 1.74 $ 1.81 
Discontinued .21 (4.20) ( .49) ( .42) ( .12) ( .07) 
Net Income (Loss) $ 1.97 $(2.68) $1.14 $ 1.79 $ 1.62 $ U4 . -

Weighted Avera~e Number of Shares of 
Common lock Outstanding (in t~usands) 13,306 13,252 13,303 13,237 13,518 13,631 

Dividends on Common Shares $ .64 $ .60 $ .58 $ .52 $ .46 $ .42 

Shareholders' Equity $20.33 $18.64 $23.01 $22.35 $20.87 $18.83 

Financial Condition• 

Dollars in Millions 

Oecember31 1978 1977 1976 1975 1974 1973 

Current Assets $472.:2 $464.1 $451.3 $426.6 $435.2 $364.0 
Current Liabi~ties 179.8 186.3 145.5 158.8 130.9 112.6 

Wmking Capital 292.4 277.8 305.8 267.8 304.3 251.4 

Prcperty, Plant and Equipment-Net 280.6 262.9 275.1 255.9 244.4 232.8 
Total Assets 785.3 762.4 777.4 732.8 7222 640.0 

Long-term Debt (Including 
CurrentPortion) 196.8 198.4 202.4 180.5 2(0.1 148.6 

Sharehotders'Equity 351.7 329.7 387.9 379.0 357.6 342.9 

•Includes amounts applicable to discontinued segments-See Note 1 of Notes to Consolidated Financial Statements. 

QuarterlyStockDa.!!__ _________________________ _ 

Dollars 

1978 By Quarter 1977 By Quarter 
First Second Third Fourth First Second Third Fourth 

per Share: __________ ~---·----------------------·----------- __ _ 

Price Range of Securities: 

24 

9<Jf!l~n: (Low~H.igh) . 
Preferred: (Low-High) 

.15 .15 .17 .17 
~ ~ .~ .~ 

.15 

.30 
.15 
.30 

.15 

.30 
.15 
.30 

8-12Y2 _11-14Y4 12¥s-15% 9%-14¥2 11¥2·13% 10%-12¥4 9Y4·11~ 9Va-11¥a 
15-17¥4 16Y4·1J 17Y2·19Vs 14Ya-19Ya 17Y4·19'¥4 16Va-18Y4 15%-17% 15Y4-16Y2 
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Financing Activities 
Aided by funds received from the sales of discontinued 
businesses assets. the company gf'!r.crated a strong cash 
flow in 1978. Even with GAFs high capite.' ~1J:.<tnditure 
program. the company's financial results :,:.;odul:ed year­
end cash (including short-term investments) of $37.0 
million, vs. $19.7 million at the end of the prior year. 

GAF Corporation and Consolidated Subsidiaries 
Summary of SlgnHicant Accou~ting Policies 
(The following accounting policies apply to the continuing 
operations of the company.) 

Principles of Consolidation 
The accounts of all significant subsidiaries of the company 
are included in the consolidated financial stu.tements. 
A wholly owned captive insurance subsidiary and the 50% 
ownership of a chemical manufacturing company are 
carried on the equity method. 

Short-term Investments 
Short-term investments are valued at cost. which 
approximates market. 

Inventories 
Inventories are valued at the lower of cost (pnncipally 
average) or market. 

Property, Plant and Equipment, and Related 
Depreciation 
Expenditures for maintenance and repairs are charged 
directly to expense; major replacements and betterments 
are capitalized and depreciated over the remaining esti­
mated economic lives of the related assets. The cost and 
related accumulated depreciation of property sold. retired 
or fully depreciated are removed from the accounts and 
any resultant gain or loss is included in current income. 

In add1110n. $10.8 m1ll1on of cash flow was apphed to reduce 
total debt from $231 3 ml'10n to $220 5 m;llion Total debt 
1ncludes :10tes payable and long-term debt tnctudt'1g the 
current port1on. GAF had no need to undertake ar;y rra!or 
fmancings during the year 

Investment Tax Credit 
The company accounts for tnve~tmen! tax credits aris1ng 
smce January 1, 1971 as a reduction of the provis1on for 
United States income tax (the flow-through method). Invest­
ment tax credits wliictl arose pnor to that date have been 
deferred and are being amort1zed over the estimated 
service lives of the related assets. 

Retirement Plans 
The comrany and its subsidiaries have ~etirement plans 
coverir.g substantially all employees The company's policy 
IS to fund amounts equal to pens1on costs accrued and, for 
plans with prior service costs, to amortize such costs over 
periods not to exceed forty years. 

Eamings Per Share 
Primary earnings per common share are computed by 
divid1ng income. less preferred stock dividend require­
ments. by the weigh!ed average number of shares of com­
mon stock outstanding during the year. The computation 
assumes the exercise cf outstand1ng sloe'·\ options to the 
extent they are dilutive. 

Fully diluted earnings per common share are computed on 
the assumption (where the effect thereof would be dilutive) 
that convertible securities outstanding had been converted 
1nto shares of common stock. Appropriate adjustmen:s for 
dividends on preferred stock and interest on convertible 
notes (net of income tax effect) are made to earnings appli-

Depreciation is computed principally on the straight-line 
method based on the estimated economic lives of the 
assets. These live:o 2'~ subject to periodic review and rev1· 
sian to assure that the cust of the related assets is written off 
over their economic lives. cable to common stock for assumed conversions. The 

------,,,---~--~--~------~------·--------------------------------computationalso assumes tbe .exercise ofall. di."'"""'-'"'". -'-----
··.. Deferred Income Taxes options. 
· .. Deferred income taxes arise from reporting certain income 

and expense items in the financial statements in periods dif-
ferent from those in which such amounts are reported for 
income tax purposes. 

25 
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Consolidated Statements of Income (Nate 1 1 

Costs and ExpenHs 
Cost of products saki 
Distribution and sell1ng 
Advertising 
Research and development 
General and administrative 
Interest (Note 7) 

Total Costs and Expenses --------- -~~-----------

·-------·----· 
Other Income 
lncorr.e from contract termination (Note 4) 
Other-net (Note 3) 

1977 

$919,541,000 

785,9t7,000 665.337,0Cl0 
148,717,000 124.314.000 

18,698,000 15,502,000 
14,632,000 11 .959.000 
49,795,000 43,089,000 

18,677,000 ... ---· 20,'!!!1..:..~ 
1,012.436,000 ___ B80c~17.~ 

50,855,000 33,924,000 
..::.;;.!c::.:;..:~.:;_:_----------·---· 

3,700,000 
4,885,000 ___ 5_.62_7,000 

Total Other Income ·---- _________ ___:4:.t:,88:=::::5,,!.::o~oo-=----·--·--~:.~~?.:O<>q 

Income from Continuing .,peratlons Before Income Taxes 
Income Taxes (N,te&) 

lncomefr11m Continuing Operations 

Discontinued Segments 
Operating Income (loss), net of 1ncome taxes 
Estimated Income (loss J frorn disposition, net of 111come taxes 

Income (Loss) from Discontinued Segmonts 

Met Income (Loss) 

Less Preferred stock dividend requirements 

Net Income (~0111 Applicable to Common Stock 

55,740,000 
25,341,000 
30,399,000 

48,25t.OOO 
22,058,000 

~93.~ 

750,000 (6,311,000) 
3,015,000 (66,839,000) 
3,765,000 _(73.150,000) 

34,164,000 (46,957,000) 

----- 3,636,!)00 ___ 3..;_,63~6,000 

_ ___:s::___..;:3:::o!::,s=.:2B::!,ooo=;:__---· s (50,593.~) 

-------------------- ---- ---------
Welzhted Average Number of Common Shares Outstanding 

-----
Eamlnss per Common Share 
Primary 

Continuing 
Discontinued 

__ Netlnc~a--'-(Lo_s.:.:.s) __ ---------­
Fully Diluted 

Conlinuing 
Discontinued 

__ N_e_tl~come (Loss) 

Net income (Loss) 
Less cash dfvidends: 

-------------------
$ 2.01 

.28 
$ 2.2_.:_9 __ _ 

$ 1.70 
(5.52) 

---~_(182) 

$ 1.76 $ 1.52 
.21 (4.20) 

$ 1.9::;.::7:__ ___ _] (2.68) 

. : _:)~referrecjstock($1.2ope~share) .. 3,63&,000 3,636,000 
7,800,000 

$263,542,000 

. \ . . \ 

' _______ qommonl)tOCk(1978~$,&tpershare, 1977-$.60pershare) 8,457,000 
Balance, December 3t $285,613,000 
See Summary of Significant Accounting Policies and Noles to Consolidated Financial Statements . 
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ConSolidated Statements of Changes In Financial Position 

Year Ended December 31 1978 1977 --- ---------
Worklna Capital Provkled 
Contrt"luing Operations: 

Income from Conlinwng Operahons 
Charges not affecting working capllal: 

Depreciation 
Deferred income taxes . . 

Translation losses-noncurrent portion 
Other 

Working Capital provided 
Discontinued Segments: 

Income (toss} from Discontinued Segments 
Charges (credits} not alfectingworking cap1tal: 

Deferred income tax benelils 
Provision for employee benefits-noncurrent porllon 
Provisron fm Iasson disposition of fixed assets 
Write-off of in:ar~..Jible assets-noncurrent portion 
Other 

Working Captlal provided (used) 
Total workrng capital provided from operatrons 
Increases in long-term debt 
Fixed a~;sets of disconttnued segments held lor sale 
lncrP.ase in noncurrent liability lor phase-out costs 

Total 

Working Capital Applied 
Addttions to property. plant and equipment 
Cash dividends 
Reductions in long-termdebt 
Other 

Total 

lncreau (Decrease) In Working Capital 
Working Capital, January 1 
WorkingCapil<~l. December31 

Analysis of Changes in Working Capital 
Increase (decrease) in c:urrent assets: 

Cash and short-term investments 
Accounts receivable 
Inventories 
Prepaid expenses 
inco11e ta:< benefits 
Assets of discontinued segments 

Total 
(lncreas.e)decrease in current habilities: 

Notes payable 

s 30,399,000 

26,970,000 
3,147,000 
3,273,000 
&.625,000 

70,414,000 

3,765,000 

(2,000,000t 

394,000 
----!!.! 59,000 

72,573,000 
4,060,000 
3,991,000 
7,631,000 

88,255,000 

51,148,000 
12,093,000 
8,278,000 
2,137,00G 

73,656,000 
14,599,000 

277,806,000 
$292,405,000 

$ 17,290,000 
35,770,000 
16,069,000 

2,385,000 
(14,133,000) 
(49,296,000) 

8,oas,ooo 

9,244,000 

. Accountspayable (71':'~:2,000) 
~-: ~ _ -~9ru~d ii~~!lities_ ~ : __ 8,229,000 
.q-- u l~conJe. taxes_p~ya~~~- · c1,92~,000J . · 
.... ,, .u J9!~l.-...... -~' .. -.... -............ c 6,514,000 

· · .. lncrease(Decraase)inWOrklngCapltal s 14,599,000 
· See Summary of Signffica~l Accounting Policies and Notes to Consolidated Financial Statements. 

$ 26,193,000 

25.646.000 
4,200.000 
1,611,000 

__ 4.385,000 

62,035,000 

(73.150.000) 

(24,1 00.000) 
20.200.000 
19.628.000 
11.153.000 

____J].JJB,OOO 
(33.491 ,000) 
28.544.000 
11.945.000 
11.566.000 

52,055,000 

52.266.000 
11,436.000 
19.011.000 
(2,647,000) 
80,066,000 

(28,011 ,000) 
305,817,000 

$277.806,000 

$ 971.000 
(15,764,000) 
(64, 114,000) 

1.421,000 
18.571,000 
71.744.000 

---.!.?.:.829 ,000 

.. (3,786,000) 

(2?.7<>7.@) 
2.291,000 

(40,840,000) 

$ (28.011,000) 

27 
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Consolidated lafance Sheats 

December31 

AsHts 

Current A•MII 
Cash 
Short-term investments 
Accounts receivable- tracie, less allowance for doubtful 

accounts-1978,$5,318,000; 1977,$4,949,000 
k.:.ounts receivable-other 

lnver!ones 
Finished goods 
Work in process 
Raw materials and supplies 

Total Inventories 

Prepaid expenses 
Income tax benefits (Note 1) 

Assets of discontinued segments. 
at estimated realizable value (Note 1) 

Total Current Assets 

ProP'lrtv1 Plant and Equipment, at cost (Note 11) 
Land and land improvements 
Buildings and bu1lding equipment 
Machinery and equipment 
Construction 1n progress 

Total Property, Plant and Equipment 
Less accumulated depreciation 
__ ....;.P...;.ro;;..z;p~e~rty, Plant and EQuioment-Net 

Cost In Excftll of~~ Assets Acquired 

Other Assets 

Total Assets 

1978 1977 --·-----·------------

$ 14,384,000 
22,625,000 

118,142,000 
18,879,000 

105,280,000 
29,802,000 
75,353,000 

210,445,000 

11,070,000 
4,438,000 

22,448,000 
472.231,000 

17,591,000 
119,238,000 
218,720,000 
27,731,000 

433,280,000 
152,710,000 
280,570,000 

24,351,000 

8,112,000 

$785,2$4,000 

$ 19,129,000 
590.000 

, 42,203,000 
8,848,000 

100,851,000 
26,952.000 
66,573.000 

1941'76,000 

8,685,000 
18,571.000 

_ _71,744,000 
464,146,000 

16,287.000 
113,399,000 
25!M64,CV'.N 
25,:!ii5,000 

414,435,000 
151,498,000 
262.937,000 

25,806.000 

9.525,000 

$762,414,000 

See SummaryofSignmcant Accountfrig POllciesana NotestoCOnsonCfatea Rnancial Statements;-------··-----·---.-----. -
.\ . . 
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--------~---·--------~-·--·--·~•·•--•••o'o'~-•"'~'·---•••••~•••••• ·~·'"'"'' 

~ber3_1___ --------------·-·-····-------~-'-?~----·-·~ .. ... ... ________ 1_97_~ 
LlabUHiea and Shareholders' Equity 

Current Liabilities 
Notes payable (Note 7) 
Current portion of long-term debt (Note 7) 
Accounts payable 
Accrued liabilities (Note 1) 
Income taxes oayable 

Total Current Liabilities ___ ;;:.;;_ ____ ~----··---··. 
~g·lerm Debt Leas Current Portlon(No_t_e_7.:..1 -----

Deferred Credits 
Income taxes 
Investment tax credit 

Total Deferred Credits 

$ 23,608,000 
&.124.000 

79.133,000 
65,oso.ooo 
3.su.oo~ 

179,82&.000 

188.721.000 ----- ----

22,023.000 
2,008,000 

24.031,000 

$ 32,852,000 
6.581,000 

71,641,000 
73.279.000 
1.987,000 

---- 186,340.000 

191,865,000 

20,845,000 
2,581,000 

23.426.000 

--------------- -------------------------------- -----0therLiabllltlea(Not_e_1_l ___________ . 40,948,000 31,112.000 

---------------------~----------------------------·------------Co!"mltmenta and Contingent Liabilities (Note 11) 

_Shareholders' Equity (Note~t 7, 8 & 9J 
Preferred stock, $1 par value: authonzecf 6,000,000 shares; 

$1 .20 convertible series issued-1978, 3,1 05.767 shares: 
1977,3, 105,957shares; atassignedvalueol$1.25 per 
share (liquidation value 1978, $83,308,000) 

Common stock. $1 par value: authorized 25,000,000 shares: 
issued-1978, 13,770,247 shares: 1977, 13,770,010 shares 

Additional paid-in capital 
Retained eam1ngs 

Total 
i..es s stock helrt in treasury, at cost: 

Common- 1978, 5C7,207 shares: 1977, 550.207 shares 
Prefeued-76,400 shares in 1978 and 1977 

_ Total Shareholders' Equity 

3,882,000 

13,770,000 
53,936,000 

285,613,000 
357,201,000 

4,531,000 
932,000 

351,738,000 

3,883,000 

13,770,000 
53,646,000 

263,542,000 
335,041 ,000 

4,439.000 
932.000 

329,671 .000 

$762.414,000 
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Notes to Consolkleted Flnanclel Statflments 

t Discontinued Segments 
In 1917,the company decided to dis-:ontinue operations in 
consumer photo, photo processing, dyestuffs and pigments, 
felts and fitters and seVGral small businesses. These 
businesses have been reported as discontinued segments 
smce the end of the second quarter of 19i7, except for 
photo processing which was reponed as discontinued at 
the end of 1977. Effective at December 31, 1978, the 
company decided 10 discontinue ~s business forms 
operation at Shelby, Ohio. Net sales of the business forms 
segment were approximately $26 million in 1978 and 
$23 minion in 1977. Arrangements to sell this segment are 
in an advanced stage. 

The Consolidated Statement of Income for 1977 has been 
restated (and the Statement for 1978 is pu?.sented) to 
exch.Jde the sales, costs and expenses of all discontinued 
segments from tho ca;1tions a~plicable to 1he continuing 
operations. The 01)erating Income (loss) and the Estimated 
Income (loss) from disposition of discontinued segments 
have been reported separateiy. 

Operating Income (loss) of the discontinued segments 
shows the results prior to the effective dates of the 
discontinuances. An!icipated operating lusses subsequent 
to the effective da\as of the discootinuances have been 
provided in the caption-Estimated Income (loss) from 
disposition. In 1977, operating los!es (related to an 
segments now discontinued) were $6.3 million ($12.1 mil· 
lion before tax benefits of $5.8 million). In 1978, . 
operating income of the discontinued segments was· 
$0.8 million ($1.6 million before taxes of $0.8 million). The 
1978 amounts pertain only to the business forms operation. 

Activity in the reserve and tiability accounts originally 
established in 1977 is summarized in the table below and is 
discussed in the narrative which follows. 

ReSCMI 
For Loss On liabilrtyFor 
Oi~iOn f'hase.Out 
o1Assel1 Cosls Tela' 

Dollars in M.llions ----s 61.5 s '596 $121.1 

~ ___!.!! ~~ 
35.~ 520 87.9 

(21.8) (135) (353) 

In 1977, the company recorded a provisiOn of S 121.1 mil­
liOn ($66.8 million afler tax benehts of $54.3 milliOn) for the 
disposal of segments disconllnued during that year. The 
pre-tax provision was established as a reserve for loss on 
disposition of assets ($61.5 million) and as a liability for 
anticipated phase-out costs ($59.6 million). 

Based on information available during 1978. ~was 
deternned that the reserve ilalance established for 1977 
discontinuances exceeded expected requirements by 
$3.5 million (5i6.1 million before taxes of $2.6 million). Also 
during 1978, an additiOnal provision was required in 
connection with the company's decision to discontinue 1ts 
bJsiness forms segment, $2.5 million ($4.1 million before 
tax benefits of $1.6 million). On the Consolidated Statement 
of lnco.rne for 1978. the return to Estimated Income (loss) 
from disposition of discontinued segments includes the net 
recovery, after tax, of $1.0 million. 

Previously reported tax benefrts associated with the 1977 
discontinuances were evaluated when information 
regarding 1978 taxable income became available. An 
additional tax benefit of $2.0 million was recorded following 
this evaluation and suctl amount has been added to the net 
recovery of $1.0 million to arrive at the total of $3.0 million 
shown as Estimated Income (loss) from disposition of 
discontinued segments for 1978. 

At December 31, 1978, the current portion of the liability for 
phase..()Ut costs is $5.6 million and is included in Accrued 
liabilities; the noncurrent portion of $36.1 million is ncluded 
in Other liabilities. 

The assets of the discontinued segments have been 
reclassified, after the dates of their discontinuances, to 
remove them from their historic classifications and to 
separately identify them at their net ;ealizable value. The 
1977 Consolidated Balance Sheet has not been restated to 
reflect discontinuance of the business forms operation. The 
afTY.)unt of assets applicable to discontinued segments for 
both ye."Jr'S is presented below: 

December31 

Dollars in Mllhons 

1911 1977 

s 8.1 ! 274 

13.0 47.3 

30.9 

2.0 

Sales applicable to businesses discontinued during 1977. 
prior to the dates at which they have been reported as 
discontinued, were $121 minion for 1977. 
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2 a •• .,..... r.tann.t~on 
Information with respect to optMatoos by geographic area IS as lollows. 

Dollars n Mdlionl -----------------------· ·-------··-·-·-·· .. ···· .. ·· 
E~ 

Unded 
States 

Western and Tr.ca! 
For the year Europe Other 01her Consolidaaed --'----------------;...._-----·---------- ................................... . 
tl78 ·-----------------·------
Sales $922.3 $162.7 $32.4 $(54 1)" $1,063.3 

Less intercampany sales 44.8 91 _2 ___ ~!) __________ .............. _ . 
Sales to Unaffihated C1.1$1C1mefS 877.5 153.6 32.2 1,063 3 ---------------------···--··-----···--···· .................... . 
Oirecl Ol)efating Probt 88.6 11.6 1.6 
Corporate Offa Expenses 

Income from Continuing Optrations 
Belofe Income Taxes 

Assets and Liabihtles: 

Inventories 158 0 43 1 
Other Current Assets 185 5 45 2 

93 
8.7 22.4° 0 

1018 

....... J~_1) __ 

557 

2104 
261.8 

Noncurrent Assets 252 3 54.1 6. 7 31 J. 1 
---------~-------_;;_ __________ , ........... ___ ,., ....... . 

Total A~sets 595 8 142.4 24.7 22.4 785.3 ----- -----------------------------~-----.--· .......... . 

Current Liabtlities 
Other Liabilrties 

Total Liabilities 

Net Assets 

1213.5 46.3 
237.2 14.7 

363.7 61.0 

232.t au ----------------
tl77 --------
Sales 

Less intercompany sales 
Salec to Unalfmated Customers 
Direct (..~rating Profit 
Corporal!! Office Expenses ---· 
Income from Continuing Operations 

Before Income Taxes 

$812.8 
42.0 

770.8 
82.8 

$122.0 
1.0 

1210 
5.4 

7.0 
1.9 

8.9 

158 

$27.7 

21.7 
1.7 

1798 
2538 

4336 

224 351 7 

$(43.0)" 
(43.0) 

$ 919.5 

919.5 
89.9 

----~:?.L ..... 
48.2 ---·-·---..................... ,., ____ .. . 

Assets fltld Liabilities: 

Inventories 
Other Current Assets 

~- .. Cu~~~~s 
· , Other Uabil.ities ·. 

Total Uabities 

Net Assets 

152.7 
155.8 
246.8 

134.6 
231.7 

366.3 
189.0 

33.5 
35.8 
45.8 

46.5 
14.3 

Eit1.8 
54.3 

82 
6.4 
5.7 

5.2 
.4 

5.6 
14.7 

71.7 .. 

71.7 

"\~~sales~ recorded at the same prices charged to tJ,affillated customers. 
··~s of dsoontinued segnents ~ estimaled realizable vak.le (See Note 1 on page 30). 

194.4 

269.7 

298.3 

186.3 
246.4 
432.7 

32.9.7 

lit 
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, ............. ... 
Total pre. tall Qa>!"'S ale recorded , ~ !f1CQ!Tle or> :Me 
Consooodated ~ ot Income ,e:ated tam are 
«..uded ., lo(':Clrne Taatt GeneraHy. Daiance sheet tnv1s!a. 
l(lnS ate rO IIJ. ~ted. whereas h resul~J c.f torwaro 
lliChl.nge contracts ate Si.lbJIC1 10 ta• 

foreign tld\al'lgE' gam (lOsses I n as toftoWS 

Qc:ilar1:n f~l(JS 

fcJ"Ihe,_ tt71 1&71 

~ 

Tranw~~oon .... Sl2 201!1 

Forwata eo:cr;lfli,}f 
CQrllrac:Is ""'' .. 37) 

Olnet 121 16l 

Totli ..... ! 2 341 

,O.flelloillt 

l'rans~•q, 1(1.11111 $;;' 208! 

J'O<Yw.arc:l e•c"a-•,e 
{;IJil!IIC:!~ .... 22?) 

()!ll!f CHI) 1(• 

To! at I C1121 

4 lllc:oiM from Contnct Tennln&ltlon 
Income of $3 7 mdlm ($ 1 9m!iOO after tall ... ,; was realized 
111 , 977 tn connectoo w•trl a customers tem ,,. , .o0n of an 
agrcultural chemcat contract 

I S..............,FIMnca.tlnfonnetJon 
The fOIIowtng eJr:pc;nses of contnuing opera11011s are 
ll'lCiucled nlhe Consohdated StatemMts of Income 

()olta•s •·· 'i t101 Jiio'll'<fs 

fOI' 1!11! W!ilf 1171 1~171 

Ma1<1enance and repar'1i IIZ.II4 su :12<1 

TiAeS Olher than ta.e$ 01' :rcorne 

5ocl;)l Secur~v and ur~ymen~ 21.4211 171()!, 

Other 7,UI 64~ 

Ae<1l on Oj:.oll' oiil•ng lea~ 15.11• 14 384 

.\ ·, 

. ........ , .... 
P.o·. s<O'\ nn ra oeer ~·ade 1o• t'"·e I.Jr~>!ea Stale•• rncome 
!a•e'S tJl1ur,•em•rteo ea"'•"JQS of 'o•e•g" ~bs•cla•~t"s of 
S32 956 Cl!IO snce il'r ••tnt1Ci(f•nQ •axes i11d lJrl..ted Stal.,s 
~ ta.x~ payable tYl O•·•IOef' ~;; basell on l.fld•5!tJbu1e\l 
eammgs would be si.JbSta'1t•ally o~ by IOte.gr• tax cre<:Ms 
or OC"Cavr.e the rem1tar'Ce of !ivCh earnongs has been 
lflCJel.n•teiy postpanea Unc\&:1 State'S tncome ta.es l"la~ 
not been proWled on the unrem'!te<l eam!OQS of the 
DomestiC lntematu.a: Sa!eSi Corpor atl()l'l subSict:«ry 
agr;~atrng $11809 OOltt'IIO\JQh Oecen.,bel' 31 1Q78. 
s•nce the Comparli l!'ltenas to pos1pooe rndeflflltely the 
rem"ance of such ear'lrr,gs 

n·re rrov•s;on lor rncome taxes on con!rnu•r.q operatt<YIS 

consrsts olthe loliOw•ng 

t..Jt·,~etJ S:8te, c~~r,ent 
Unt;id'j Slate-s ~Jefe-t'e..l 

U' ~.:tf'<l ~-!.t!'e~ :r:ve.~u·~r t ta' peqa 

A"r";t''!l/~1{1~ -:)f tlf:f.p:H~J l)n:1et] St~~e":t ;f·oiE'~:_rr'l"~1 !! 

14_. { ~~H a~·~:r·.g 'JrilJ !(;- 1971 

f'o<e<!jn 

"" 122.117 
711 

(2.132» 

(11lj 

Ul2 
l .. 

UU.1 

19/7 

'~ 7 432 
3 000 

'" 131<'1 

',573• 
3.681 

1330 

$22 0!!6 

T~-".e eheck.a lax rdtes 011 conttnwng opcrat1011s were 45 5°.;, 
and 45 A0'o lf1 1978 and 19n respect•11ely The reasons 10! 
the drflerences from the $latutory rate ot 46 0'\. are as 
folknvs 

9 ~·~IOfj I at<; 

l'lC'ed~Sc lde'~-rea;e"SJ frt ra. fj)tQS resuit!rtg ff!JfTl 

l.INed Sales rn•1'Sfme<ll tax crcdrl 

Slate a'l<l I<X;ai •nc,~'lC t .. .es. "et ol 
Un.led Sra:es ••JC,1"'1! 1&• t:Jene!~ 

For-c.gn cpeta!ifJI'lS 

()l:t-.er- ne! 

EHec!;ve fa• •die 

o.-t' ot Pre 1.1• lncOJr-.e 

1m 1977 

a!J% 480". 

CUI tf.9; 

u 1 4 

l7 52 

c:a.•• (19) 

.5.5% 458"-o 

The pnnctpal sou•ces of Ur.rted States deferred taxes were 
():)liars "'ltlousands 

F01 !~year 

F •ces~ a! tax deprec;a! on ove• amD'-f~ •t>POI1ed 
'" Co<'sohOa!ed Sta:t>•' rtmls o' lrx:onre 

Other-nel 

Tor a· 

1171 

12.4011 
CU~I 

I 711 

1977 

$2448 

552 

$3000 
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7 Debt •d Dividend Restrlctlanu 
Shon-term debt at December 31, 1978, was $23,608,000 
as compared with an average of $42,384,000 for the year 
1978: the maximum amount of such borrowings which 
were outstanding at any month-end during 19 78 was 
$73,532,000. The average interest rate on the year-end 
balaf\Ce was 10.7% as compared with an average of 7.9% 
for the full year. 

At December 31, 1978, GAF had unused lines of credit 
aggregating approximately $162,000,000. These lines of 
credit are maintained with various banks on one-year 
renewable terms expiring on various dates. 

Borrowings generally bear interest at Of near the prime com­
mercial lending rate or its foreign equivalent. A variable ''31:!, 
usually based on a percentage of the current prime rate, IS 
paid on the domestic lines of credit. Compensating balances 
at December 31, 1978 are negligible. 

Long-term debt at December 31, 1978 and 1977, was as 
follows: 

91'2% senior notes due Marcll31. 1991. with equal 
annual principalrepaymems beginning March 31, 

Dollars in lhousar~·. 

1978 1977 

1982 $65,000 $65,000 
B\2% senior notes due January 1 ~. 1997, wrth et:tual 

annual principalrepaymenls beginning Janll!lry 15. 
1983 40,000 40,000 

SM. sinking fund debentures due December 1, 1001. 
with annual Sinking lund payments ol $2,500.000 on 
each December 1, less $698.000 and $1,249,000 
held in treasury 81 December 31, 1976 al'(l 1977. 
respectively :31,802 33,751 

Tax-exempt industrial revenue bonds which bear inter· 
est at rates of 3%% to &li% and mature at various 
dales to 2002 15,599 16,309 

5% conver11Die subordinated notes due April I, 1994. 
wth ann11al repayments begillning Apnl1. 1990 

51'2% con·.'er1ible subordinated notes due Apr;11. 
1963, with annual repayments of S200.000on each 
April1 through 1982 and 1he balai\Ce ol 11.800,000 
payable April 1, 1963 

Other notes which bear interest at~% to 12'12% and 
mature at various dates to 1997 

Ooligati~s under capital leases (See Note 11) 
To!al 

Less portion due wnhin one year 

8,200 8,200 

2,600 2,800 

13,441 14,832 
19,803 17,554 

196,845 198.446 

8,124 6,581 
$188,721 $191,865 

The 5% convertible subordinated notes are co;wertible into 
shares of :::ommon stock. at any time, at a conversion price 
of $27.50 per share (subject to antidilution adjustments in 
specified circumstances). 

The SY2% convertible Sllbordinated notes are presently 
convertible into shares of common stock at a conversion 
price of $28.72 per share (subject to antidiluticn adjust· 
ments in specified circumstances) only in connection with 
certain prepayments. All other conversion rights lapsed 
in 1976. 

Dividends are restricted under pmvisions ot certain lean 
agreements. Under the most restrictive of ti1ese provisions, 
retained earnings cannot be reduced below $261,356,000. 
Retained earnings at December 31, 1978 were 
$285,613,000. 

8 Capital Stock 
The $1.20 convertible prelerred stocK, dividends on which 
are cumulative, is convertible at any time into common 
stock at the rate of 1 V4 shares of common stock for each 
share of preferred. The company may redeem the pre· 
!erred stock at $27.50 per share. 

Transactions in common s'ock held in treasury were as 
follows: 

Dollars in Thousands 
--·--·--------~.....,_,.. _____________ _ 
·-------- ____________ 19_7~ ___ 19_7_7 

Balance. Janu12ry 1 $4,438 $4.338 
Purchase ol17 .000 shares in 1978 and 19.0CO shares 

in 1977 ·,•ia stock purchase plan 93 1 03 
Issuance ol392 shares (lor unexchanged 

shares in predecessor companies) (3} 

Balance .. ~ember 3_1 ___________ 14,531 ~4,438 

As a result of the above issuance of treasury shares during 
1977, additional paid-in capital was decreased 
by$3,000. 

The shares of common stock reserved for issuance at 
December 31 , 1978 and 1977, were as follows: 
Reserved for 

Conversion of $1.20convertible 
preferred stock 

Conversion of convertible subordinated 
notes 

1978 1977 

3,882,209 3.882,446 

388,711 395.675 
Exercise under stock option and purchase 

plans 
. meet maturing long-term debt------. ---·rC!iii-·--·-·---·-··------···----

'-,hli,.,,,;;,.;,., over tha next five years are: 

1,453.790 1.564.540 
5,724,710 5,842,661 

$8,124,000 1982 $14,767,000 
$7,309,000 1983 $18,307,000 
$8,053,000. 

G-1 EPA0020525 



Notes to Consolidated Financial Statements 
(continued) 

9 Stock Option and Stoek Purchase Plans 11 Commitments and Contingent Liabilities 
Capitalized leases of $18.287.000 and $15.639,000 arc 
included in Property, Plant and Equipment-Net, at 
December 31, 1978 and 1977, respectively. The present 
value of future net minimum lease payments is reflected 
as long-term debt (see Note 7 ). 

The company's stock option plans provide for the granting 
of options to key empioyees to purchase common stock of 
the company at not less than 1 00% of the lair narket value 
at the date of grant. Under the tern '11 the 1975 non­
qualified plan, options lor 800,000 shares of com non stock 
may be granted during a ten-year period ending February 
11, 1985. Options granted to date were exercisable one 
year after grant and expire alter 1 0 years. Authority to grant 
options under the 1965 qualified plan eKpired on March 31. 
1975. Options oranted under this plan expire five years 
from the date of grant. Transactions affecting options under 
these plans aro as follows: 

The majority of the capital leases P•=rtain to buildings, the 
most significant of whtch is the administrative head­
qumters located in Wayne, N.J. The amortization asso­
ciated w!th assets recorded under capital leases is 
included in ·jepreciation expense. 

Number Average 

-~-·-·------.. ---0~-~~~~~- ...... __ qphon ~r~-
1978 1977 1978 1977 

----·~·------~---·--"-------------------------·-· 

Ou1s1and1ngJaruary 1 507,940 293,690 $10.01 $1168 

Granted 264.000 !l63 

ExerCised {24,2901 9.60 
Termtnated {791750) (~I 12.04 17 i"9 

Q.'!!~tandi~~.£~~~~~~-403,9~ __ _2(}7.94Q __ . __ 9.:_~--!~-~--

The company also has operating leases for transporta· 
tion, data processing equipment and lor other buildmgs. 

A schedule of future minimum lease payments under 
capital leases and future minimum rental payments 
required under long-term noncancellable operating 
leases, as of December 31, 1978,is as follows: 

0ptions for 548,000 and 536,000 shares were available lor 
grant at December 31, 1978 and 1977, respectively, shares 
lor options exercised in 1978 were delivered ;n 1979. 

Mtmmum Payments by PeriOd Dollars rn Thousands 

~=-=--=--===-===-~§~!~~~~i=:~~~~~~-L~~~-~~. 
1979 $ 2996 $10.916 

1£'10 2.958 6,993 

1981 2.959 5.925 

1982 2.908 4,118 

1983 1.967 2.544 

LaterYears 18.303 6.761 

Under the provisions of the company's 1969 restricted and 
unrestricted stock purchase plan, 650,000 shares of com­
mon stock were authorized lor sale to key employees. The 
plan currt:ntly provides that restricted and unrestricted 
shares may be sold at prices which are not less than 50% 
and 80%, respectively, of the closing market price preced­
ing the date on which an employee is designated as one to 
whom shares may be offered. Under certain conditions. the 
company has the right to repurchase rest ric. ted shares of 
common stock at the original selling price. 

----·-··---.. ----------------------y···------··· 

The excess of quoted market value at the date of grant over 
the aggregate sales price lor restricted share:s sold is amor­
tized by charges to income over the restriction period. As a 
result of these charges, additional paid-in capital has been 
increased by $90.000 and $220.000 in 1978 and 1977, 
respectively. The balance to be amortized through 1984 
amounted to $221 ,000 and $393,000 at December 31, 
1978 and 1977. respectively. 

Tatar nuntmum payments $32.091 $37.251 

Less interest rncludeo ~bove 12.288 

Present value of net rr.rnrmum 

~-~~e pay_rnent~--~-------$19.80~ 

The company had commitments of approximately 
$25,671,000 at December 31, 1978for the acquisition of 
property, plant and equipment. 

At December 31, 1978, there were certain lawsuits and 
claims pending against the company 1n the opinion of 
management. the ultimate disposition of these matters will 
have no material. adverse e',:}ct on the company's 
consolidated financial position. 

12 Schedule of Business Segments 
Information with regard to the company's business seg-

10 Retirement Plans ments is presented on page 22. Information regarding 1978 
The cost of employee retirement benefits for continuing opera- and 1977 is cr1compassed by the Auditors' Opinion. 

~-,....-liiUIIIS·Wl~::.$l4,087,00QinJ9Z8.and -""'•"""-•"""'~lLIL"'·'-';I:~;rted_-:_1'3_hf!PiiCi~OiltnftaUcini:ilii8Uidftedif--.. -·-·---··----~-~ 
' December 31, 1978, the actuarially computed value of vested 13 Impact of (Unaudited) 
'benefits exceeded the total of pension funds and accrued . Reference is made to the company's Annual Report Form 
liabilities for pension cost by $44,500,000. The estimated 10-K (a copy of which is available on request) for infer-
unfunded prior ~ervice r~:;i at December 31, 1978 was mation with respect to the estimated replacement cost 
$59;700,000. of inventories and plant and equipment at December 31, 

1978 and 1977, and the related estimated effect of such 
', The Salaried Employees Retirement Plan was amended on costs on cost of products sold and depreciation expense 

·. J.anuary 1, 1978 to improve benefrts and to ~liminate the for the years then ended. 
employee'centribution provision of the ptan: The effect of this 
revision was to increase the 1978 cost by $3,000,000 and 
u.... ,'w, ~ u<>clatl h..ru.ruc mvi •mf .. ~nrlP..ti nrinr Mrvic9 cost 
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14 'auarterlr Fln~~nclal Data {Unaudited) • 

Dollars in Millions 

1978 Blf Quarter 1977 By Quarter 
First SeG=and Third Fourth Fust Second Third Fourth 

Net Sates $229.8 $279.4 $278.4 $~75.7 $203.1 $242.6 $2.39.4 $234.4 
Cost of ProductR Sold 165.3 202.3 201.5 195.8 1467 177.6 172.1 168.9 
Gross Profit 64.5 77.1 78.9 78.9 56.4 650 67.3 65.5 
Income from Continuing Operations 

Before Income Taxes 7.0 14.7 17.6 16,4 n.5•• 12.5 14.0··· 10.3 
Income Taxes 3.0 6,0 8.8 7.5 55 S.t 5.6 5.9 
Income from Cont1nuing Opemtions 4.0 8.7 8.8 8.9 6.0 7.4 8.4 4.4 
Income (loss) from Discontinued Segments, 

NetoftncomeTaxes .1 .2 1.0 2.5 (2.4) (56.9) (13.9) 

Netlncome(Loss) 4.1 8.9 9.8 11.4 36 (49.5) 8.4 (95) 
Less: Preferred Stock 

Dividend Requirements .9 .9 .9 .9 .9 .9 .9 .9 
NP.t Income (Loss) Applicable 

to Common Stock $ 3.2 $ 8.0 $ 8.9 $ 10.5 $ 2.7 $(504) $ 7.5 $(10.4) 

Earnings per Common Share: 
Dcllafs 

Pr:mary 
Continuing $ .23 $ .59 $ .59 $ .60 $ .59 $ .48 $ .57 $ .26 
Discontinued .01 .01 .o8 .18 (.18) (4.28) (.01) (1.05) 
Net Income (Loss) $ .24 $ .60 $ .67 $ .78 $ .21 $(380) $ .56 $ (.79) 

Fu~Diluted 
ontinuing $ .23 s .so s .51 $ .52 $ .35 $ .43 $ .48 $ .26 

Discontinued .01 .01 .CHi .13 (.14) (3.26) {.80) 
Net Income (Loss) $ .24 $ .51 $ .57 $ .65 $ .21 $(2.83) $ .48 $ (.54) 

• Previously reported amounts have been restated for discontinued segments-See Note 1 of Notes to Cor1solidated Financial 
Statements. 

••Includes a $3.7 million ($1.9 million after tax) payment to the company in connection with a customer's termination of an agricul-
tural chemical contract. 

.. •Includes $2.2 million {$1.1 million after tax) income from settlement of a law ;uit in regard to a chlorine caustic facility sold in 
1973. 

Deloitte 
Hasklns+Sells 

Certified Public Accountants 

Two Broadway 
NewYork, N.Y. 10004 

The Shareholders and The Board of Directors of 
GAF Corporation: 

We t1ave ex;;uuned the consolidated balance sheets of GAF 
Corp..)ration and 1ts consolidated subsidiaries as of 
December 31. 1978 and 1977 and the related consolidated 
statements of income, retained earnings, and changes in 
financial position lor the years then ended. Our examinations 
were made in accordance with generally accepted auditing 
standards and, accordingly, included such tests of the 
accounting records and such other auditing procedures as 

--~----------·-----~,~-~-------wl'rr.nnsiljerlerlnecessaryln 

In our opinion, such financial statements present fairly the 
financial position of the companies at December 31, 1978 
and 1977 and the results oftheir operations and the changes 
in their financial posmon lor the years then ended, in cantor~ 
mily with generally accepted accounting principles applied 
on a consistent basis. . 

iJ~~~kl2, 
Februarv5, 1979 
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GAF Products 
and Services 
CHEMICAL PRODUCTS 
GAP Chemicals 
High-pressure Acetylene 
Derivatives 
Monomers, polymers, copolymers, sol· 
vents, organic intermediates. and spe­
cialty chemicals such as Gantrez11 

hairsprayresins, Plasdonet~t phar­
maceutical tablet bir.der, Polyclare sta· 
bilizer for beer and w1ne: also other 
products derived from acetylene for 
plastic, petroleum. textile, adhesive, 
and a variety of other industries. 
Industrial Organic Chemicals 
Complex cyclic and aliphatic com­
pounds for use as active ingredients 
and as intermediates in the dye, phar­
maceutical, agricultural, and chemical 
processing industries. 
Iron Powders 
Microscopic-size spheres of iron used 
in VHF and UHF circuitry, transmitters, 
receivers, radar, and in powder 
metallurgy. 
Latex Polymers and Compounds 
A variety of SBR and ether latices, 
including Gafcote~ compounds, for use 
as binders and coatings on floor cover­
ings, upholstery. textile fabrics, paper 
and paperboard, nonwovens. and 
adhesives. 
Specialty Chemicals 
Processing and formulating agents 
including Gaftex" textile auxiliaries, 
Biopale biocides, Gafstat11 antistats, 
flame-retardants for plastics. coating 
and finishing agents, adhesive additives, 
Cheelox® sequestrants, Anta.ra11 metal 
lubricants, corrosion inhibitors, floccu­
lants, and solvents for use in various 
industries and in recycling operations 
and poii•Jtion control. Cephat~t plant 
growth regulator for use on various agri­
cultural crops. 

Surfactant• 
Nonionic, anionic, cationic, and ampho· 
teric surface-active agents for use as 
detergents, emulsifiers, dispersants, 
and weUing agents. 
GAP Engineering Plat~ICI 
Gafite<~ PBT thermoplastic- molding 
compounds for autorr.ab·le, mechani­
cal and electriGal parts, .tlectrical/elec­
tronic components. apr,liance 
housings, and busmer.s machines. 
GAP MlnMal Products 
Mineral granules for roofing and other 
uses. inert fillers. Dr 1 and saturated fells 
and mastics for noi .se absorption and 
sound barrier appl.cations. Appliance 
and automotive gasketing materials. 

PHOTO&REPROPRODUCTS 
GAP Photo Products 
Graphic Arts 
Gafmate1 films and chemicals for 01.'set 
printing, photolithography, phot.:>­
engraving, rotogravure, and silk-screen 
printing. Gaftype"' phototypesetting 
papers and chemicals. 
Pictorlpl Products . 
View-Master® talking and silent stereo 
viewers and picture reels; toy slide pro­
jectors, Double-Vue"' toy movie viewer 
and cartridges. Pana-Vue111 slide 
viewers and color slides for educa­
tional, entertainment, and commercial 
uses. 
Special Photo Products 
Aerial film and photographic materials 

Reproduction 
Diazoprinters, accessories, and sensi­
tized matenals lor engineering and 
business systems: drafting materials 
and supplies. 

BUILDING MATERIALS 
GAP Building Products 
Insulation Products 
Gaflemp!lt urethane, urethane-perlite, 
and perlite ins~.olation boards for built-up 
roofing applications; Gaflite'M roof insu· 
lation fasteners; building insulation. 
Roofing Products 
Timberline<J~. shingles and othl:lr asphalt 
shingles; rool roohng; built-up roofing 
felts and asphalts; protective coatings 
and cements; Mineral-Shield~ cold­
applied built-up roofing materials. 
Siding ProdLICts 
Vanguard® solid vinyl siding for 
re-siding and new construction: vinyl 
soffit and fascia systems: decorahve 
shutters. 
GAP Floor Products 
Gafstaf"'' sheet vinyl flooring and 
resilient floor tiles for residential and 
commercial uses. Sure-Stik® adhe­
Sive-backed tiles for do-it-yourself 
market. Flooring fell, accessories, 
installation tools, adhesives, and floor 
care products. 
GAP Automotive Products 
Automotive sound-deadening and insu­
lation products. 

for seismic recording, instrumentation, SERVICES 
surveillance, and oscillography. Chemicals 
X·ray Custom manufacture of pharmaceu-
Gafmeds medical x-ray films. chemi· tical, agricultural, and other specialty 
cals. in!E.'nsifying screens. and cas· chemicals in developmental and com· 
seites: film for dental radiography; mercia! quantities. 
industrial x-ray films and chemicals; Contract Manufacturing 
radiologic leaching aids. Precision parts and equipment contract 
GAP Reprographlc Products manufacturing service. 
Audio-visual Diazo Equipment Service 
Overhead projection transparency Preventive maintenance and repair 
. series f~..!_pre~hCJ?1!~~~o1~~ .. ~~~~91'! .. __ progr;:l!!l§JP.LdiazQ.!~P!.oQlJ_g_t!<;ln __ ... 
m~truc~1on anu rna en_a s anu supp tes. equipment. 
~~~o films for prep~nng overhead ~ro- Transparencies 
jeC~IOn transparencies ~d overlays In a Custom overhead transparency 
vanety of colors. service. 
Micrographic 
Diazo duplicating microfilms and diazo 
rollfilm duplicators. 
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·QA1= Locations 

Domestic Operations 
GAF Corporaton's plants. research labor atones. sales offices. 
and d1strihuton cent~rs are located throughout the U S A. 

Alabama Kentucky 
B1rmingham Calvert City 
i1unts· .. ille Maryland 
Mobile Baltimore 
Arizona Glen Burnie 
Phoenix Hagerstown 
Callfomia Lanham 
City of Commerce Mas~chusetts 
La Habra MilliS 
Long Beach Newton 
PatoAIIo Michigan 
SanD1ego Detroit 
South San Franc1sco Troy 
Colorado Minnesota 
Denver Minn•3apolis 
District of Missouri 
Columbia Annapolis 
Florida Kansas City 
Orlando St. Louis 
Tampa New Jersey 
Georgia Bound Brook 
Atlanta Gloucester C1ty 
Savannah Linden 
Illinois Morristown 
Bensenville South Bound Brook 
Chicago Wayne 
Franklin Park New York 
Joliet Binghamton 
Lincolnwood Elmsford 
Indiana Johnson City 
Indianapolis New York 
Mount Vernon Vails Gate 

Vestal 
North Carolina 
Charlotte 

Ohio 
C1nc1nnati 
Columbus 
Elyna 
Oregon 
Progress Portland 
Pennsylvania 
Blue Ridge Summit 
Ene 
Frazer 
Whitehall 
South Carolina 
Greenville 
Tennessee 
Chat1anooga 
Memphis 
Texas 
Arhngton 
Dallas 
Houston 
TexasC1ty 
Utah 
Salt Lake City 
Virginia 
Chesapeake 
Wisconsin 
Pembine 

Domestic 
Subsidiaries 

GAF Broadcasting 
Company, Inc. 
New York, NY 

GAFExporl 
Corporation 
New York, N.Y. 
Carolina, 
Puerto Rico 

GAF Hawai1 Inc. 
Honolulu, Hawa11 

Corporation 
New York, N.Y. 

Corporate Offices 
14J West 51 Street 
New York NY 10020 
:?:125827600 

Major lnternatlo~al 
Manufacturing and Marketing 
Locations 

Australia 
Adelaide 
Bnsbane 
Melbourne 
Perth 
Sydney 
Austria 
V1enna 
Belgium 
Stni-Niklaas 
Brazil 

The Netherlands 
Delft 
New Zealand 
Auckland 
Wellington 
Norway 
Oslo 
Singapore 
S1ngapore 
South Africa 
Johannesburg 
Spain 
Barcelona 
Sweden 
Stockholm 
Switzerland 
Zug 
West Germany 
Frechen 

Affiliates: 

Sao Paulo 
Canada 
Miss1ssauga 
Montreal 
Toronto 
VancoLJver 
Denmark 
Bal!erup 
Finland 
Hels1nki 
France 
Louvres 
Great Britain 
Colnbrook 
Hounslow 
Manchester 
Greece 
Athens 

GAF/Huls Chemle G.m.b.H. 
Marl, West Germany 

Ireland 
Dublin 
Mullingar 
Israel 
TeiAvrv 
ltalv 
Milano 
Mexico 
Mex1cOC1ty 

--~~•L-,o 

Sawyer's Asia Pty, Ltd. 
Bombay. India 

-·-·--------·-·-----
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